UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-15544

In the Matter of

CHINA RUITAI
INTERNATIONAL
HOLDINGS CO., LTD., DIAN
MIN MA, GANG MA, and JIN
TIAN,

Respondents.

DIVISION OF ENFORCEMENT’S MOTION FOR SANCTIONS AGAINST
RESPONDENTS MIN MA, GANG MA, AND JIN TIAN

Pursuant to Rules 155(a) and 220(f) of the Commission’s Rules of Practice, 17 C.F.R. §§
201.155(a) and 201.220(f), and the Court’s Order of July 7, 2014, the Division of Enforcement
(the “Division™) moves the Court to impose upon individual Respondents Dian Min Ma (“*Min
Ma”), Gang Ma (“Gang Ma”), and Jin Tian (*Jin Tian") (collectively, “Individual Respondents”)
sanctions, including (1) a permanent cease-and-desist order against the Individual Respondents
and (2) third-tier civil penalties against Individual Respondents in an amount to be determined by
the Court.

INTRODUCTION

The Commission issued the Order Instituting Administrative Proceedings and Cease-and-
Desist Proceedings and Notice of Hearing (“OIP”) in this matter on September 30, 2013 pursuant
to Sections 4C and 21C of the Securities Exchange Act of 1934 (“Exchange Act”) and Rule

102(e)(1)(111) of the Commission’s Rules of Practice. In summary, the OIP alleged that



Respondents orchestrated a scheme to fraudﬁlently obtain up to $40 million in bank financing
using falsified documents.

On October 30, 2013, the Court ordered that China Ruitai International Holdings Co.,
Ltd. (“CRUI”) had been served in accordance with Rule 141(a)(2)(i1) of the Commission’s Rules
of Practice. The Court then ordered that CRUI had until November 4, 2014 to file an answer
with the Court and that, if CRUI did not file an answer by that date, it should show cause why
proceedings should not be determined against it due to the failure to file an Answer, appear at the
prehearing conference, or otherwise defend this proceeding.

On November 20, 2013, the Court found CRUT in default pursuant to Rule 155(a), but did
not apply this finding to the Individual Respondents as they had not yet been served. The Court
then ordered, on March 19, 2014, that the Division file a Motion for Sanctions against CRUI,
which the Division submitted shortly thereafter. The Division subsequently filed with the Court
a supplemental Motion for Sanctions against CRUI, pursuant to the Court’s order. The Court has
yet to make ﬁndings against the company.

On July 7, 2014, the Court issued an order finding that the Individual Respondents were
served with the OIP by May 19, 2014. The Court ordered that Individual Respondents had until
July 17, 2014 to show cause why a proceeding should not be determined against them due to
their failure to file answers or otherwise defend themselves in this proceeding. Upon the failure
of Individual Respondents to show causé, the Court noted that no sanctions will be imposed until
after the Division files a motion requesting relief

PARTIES
1. China Ruitai International Holdings Co., Ltd., located in the People’s Republic of

China (“PRC”), is a manufacturer of deeply processed chemicals used primarily in the production



of PVC, cosmetics, foods, and paints. At all relevant times, CRUI’s common stock was registered
with the Commission pursuant to Section 12(g) of the Exchange Act and is quoted on OTC Link
operated by OTC Markets Group, Inc., formerly known as the Pink Sheets (“OTC Link™), under the
ticker symbol “CRUL” See OIP, attached hereto as Exhibit “A,” at § II(A)(1).

2. Respondent Min Ma, age 46, resides in the PRC and has been a Director and Chief
Executive Office (“CEO”) of CRUI since 2007. Min Ma, along with Xing Fu Lu, the President of
CRUIL owns 100% of the capital stock of Shandong Ruitai Chemical Co., Ltd., a related party to |
CRUL Min Ma also serves as the Finance Manager for Taian Ruitai Cellulose Co., Ltd., a majority-
owned (99%) subsidiary of CRUI. See Exhibit “A” at § II(A)(2). |

3. Respondent Gang Ma, age 40, resides in the PRC and has been Chief Financial
Officer (“CFO”) of CRUI since 2007. Gang Ma is also the Director of the Financial Department for
Taian Ruitai Cellulose Co., Ltd. See Exhibit “A” at 9§ II(A)(3).

4. Respondent Jin Tian, age 38, resides in the PRC and has been a Director and Chief
Accounting Officer (“CAQO”) of CRUI since 2007. Jin Tian is also an accountant for Taian Ruitai
Cellulose Co., Ltd. See Exhibit “A” at § II(A)(4).

RELATED PARTIES

5. Taian Ruiteﬁ Cellulose Co., Ltd. (“Taian Ruitai”), located in the PRC, is a majority-
owned (99%) subsidiary of CRUI and is the operational subsidiary of CRUL

6. Shandong Ruitai Chemical Co., Ltd. (“Shandong™), located in the PRC, is a related
party to CRUI and holds 1% of the capital stock of Taian Ruitai. Shandong is 100% owned by Min
Ma and Xing Fu Lu, the President of CRUIL. Shandong is a dealer of hot steam, which it sells to

Talan Ruitai
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LEGAL ANAYLISIS

L Individual Respondents Falsified CRUI’s Quarterly Filings, Lied to CRUI’s
Auditors, and Refused to Take Corrective Action When Required.

Pursuant to Rule 155(a) of the Commission’s Rules of Practice, the Court may deem the
allegations of the OIP as true for purposes of determining sanctions against Individual

Respondents. Rapoport v. SEC, 682 F.3d 98, 108 (D.C. Cir. 2012).

From approximately January to December 2011, Individual Respondents orchestrated a
scheme to fraudulently obtain up to $40 million in bank financing using falsified documents.
Individual Respondents, on behalf of CRUI, through CRUI’s subsidiary, Taian Ruitai, falsified
purchase orders to purchase steam from Shandong. Aided by the cooperation of Shandong,
Tailan obtained invoices from Shandong for the fake purchase orders. Taian then presented the
fake invoices and purchase orders to various banks to obtain bank acceptance notes. Per the
terms of the acceptaﬁce notes, CRUI deposited between 30% and 100% of the invoice amount
with the bank, and the bank paid the stated invoice amount to Shandong. The amounts that
CRUI placed on deposit with the banks were held in reserve until CRUI repaid the bank
-acceptance notes. Id. at § II(C)(1).

After Shandong received funds from the banks, Shandong would either provide the funds
to Taian to be used as operating capital or retain a portion of the funds for its own operational
needs. In either scenario, the scheme was effectuated by the efforts of CRUI as the creditor with
the banks and the originator of the purchase orders. Id. at § II(C)(2).

During the time period of the scheme, CRUI filed Forms 10-Q for the periods ended
March 31, 2011, June 30, 2011, and September 30, 2011, and a Form 10-Q/A for the period
ended June 30, 2011. See Form 10-Q for the period ended March 31, 2011, attached hereto as

Exhibit “B”; Form 10-Q for the’ period ended June 30, 2011, attached hereto as Exhibit “C”;‘



Form 10-Q for the period ended September 30, 2011, attached hereto as Exhibit “D”; and Form
10-Q/A for the period ended June 30, 2011, attached hereto as Exhibit “E.” In each of the Forms
10-Q and the Form 10-Q/A, CRUI failed to make the disclosures of CRUI’s obligations to the
banks, the scheme CRUI was utilizing to provide working capital, and the risks associated with
the ongoing scheme. Id. As a result of the scheme, CRUI’s related party obligations to
Shandong increased over 1600% from December 31, 2010 to December 31, 2011. See Marcum

February 29, 2012 Audit Findings and [ssues Memo, attached hereto as Exhibit “F”; see also

Exhibits “B”, “C”, “D”, and “E”. As of September 30, 2011, these obligations represented over
36% of CRUTI’s liabilities. The failure to disclose the obligations to the bank and the nature of
the activity to obtain bank financing materially misrepresented the actual operations, obligations,
solvency, and liquidity of CRUI.

The misstatements contained in the filings made it appear that CRUI was meeting its
working capital requirements with cash flows generated from business activities, rather than
financing from banks. In its footnotes to the financial statements, CRUI described the resulting
obligations as related party notes payable that were “non-interest bearing for the purpose of
financing the Company’s operations due to a lack of working capital and have no fixed terms of
repayment.” See Exhibit “B” at p. 13; Exhibit “C” at p. 14; Exhibit “D” at p. 16. These
statements were false and materially misleading because they failed to disclose the nature and
terms of the obligations to the banks. Furthermore, the loans resulted in undisclosed risk to the
company because the illegal nature of the loans could be exposed by the banks, regulators, or
others. See Exhibit “A” at §II(C)(3).

Min Ma and Gang Ma each signed CRUI’s periodic reports filed with the Commission for

the first three quarters of 2011. In addition, Min Ma and Gang Ma each signed certifications for the



quarterly reports. Those filings incorrectly state that the reports did not “contain any untrue
statement of a material fact or omit to state a material fact necessary to make the statements made,
in light of the circumstances under which such statements were made, not misleading with respect
to the period covered by this report.” The statements and representations in CRUIs filings were
materially misleading. See Exhibit “A” at § II(C)(4).

Min Ma, Gang Ma, and Jin Tian facilitated CRUI’s violations by perpetuating the illegal
scheme and directly and indirectly filing or causing to be filed with the Commission quarterly
reports on Form 10-Q and Form 10-Q/A that were inaccurate and materially misleading. Min Ma
and Gang Ma signed certifications for those reports and attested to their accuracy. These were
blatant misrepresentations because Min Ma, Gang Ma, and Jin Tian knew or were reckless in not
knowing that the bank financing transactions were illegal and that CRUI failed to disclose its
obligations to the banks. CRUI could not have continued its scheme without the substantial
assistance of the officers. The officers’ fraudulent conduct is imputable to CRUI. See Exhibit “A”
at § II(C)(5).

During fiscal year 2011, CRUI retained the independent registered public accounting firm
of Marcum Bernstein & Pinchuk LLP (“Marcum™), a New York CPA firm with offices in the
PRC. Marcum performed the review procedures for each of the first three quarters of 2011. In
each of these quarters, CRUI provided to Marcum management representation letters, each
signed by Dian Min Ma (CRUI’s CEO), Gang Ma (CRUI’s CFO), and Jin Tian (CRUI’'s CAO)
as management for CRUI. See Representation Letters, attached hereto as Exhibit “G.” The
representation letters contained materially misleading statements, including that: (1) management
had no knowledge of any fraud; (2) all related party transactions had been properly disclosed;

and (3) there had been no violations of the law. Id. These statements were materially misleading



because CRUI’s scheme was a violation of PRC laws, and the description of the related party
obligations misrepresented the true nature of the activity. CRUI’s management, including Min
Ma, Gang Ma, and Jin Tian were all perpetrators of the fraud, as further evidenced by their
signatures on CRUI’s management representation letters. Individual Respondents knew or were
- reckless in not knowing the true nature of the transactions and that the financing was obtained
fraudulently and illegally. Individual Respondents knew or were reckless in not knowing that
the material misrepresentations would be incorporated into CRUI’s public filings and that the
public filings materially misrepresented the true nature of the transactions. See Exhibit “A” at §
II(C)(6).

Marcum also performed audit procedures for fiscal year end in preparation for filing of
CRUTI’s Form 10-K. See Exhibit “F.” As part of these audit procedures, Marcum performed
substantive and analytical procedures on the related party balances between Taian and Shandong.
Marcum made repeated inquiries regarding the related party balances from Individual
Respondents and other employees of CRUI, none of whom were cooperative. Id. Despite the
lack of cooperation, Marcum identified at least $66.7 million in potentially fake purchase orders.
Id. In fact, when confronted with this information, CRUI's CFO, Gang Ma, admitted that the
purchase orders and corresponding invoices between Shandong and Taian were fictitious. Id.;
see also Exhibit “A” at J II(C)(7).

| As a result of its discovery, Marcum demanded that CRUI obtain a legal opinion
regarding the legality of the above-described conduct in relation to PRC law. Individual
Respondents, on behalf of CRUI, obtained a legal opinion, dated April 12, 2012, which
concluded that the conduct violated Article 10 of the Negotiable Instruments Law. See April 12,

2012 Legal Opinion to Tai-an Ruitai Cellulose Co. Ltd., attached hereto as Exhibit “H.”



Marcum obtained a separate legal opinion, which came to the same conclusion. See April 24,
2012 Legal Opinion to Marcum Bernstein & Pinchuk LLP, attached hereto as Exhibit “I”; see
also Exhibit “A” at § II(C)(8).

As aresult of its discovery and the legal opinibns it obtained, Marcum reported the matter
to CRUI's Board of Directors on May 21, 2012, pursuant to Section 10A(b)(1) of the Exchange
Act, which requires the auditor to inform management that it has information indicating an
illegal act has or may have occurred. See Marcum May 21, 2012 letter to CRUI, attached hereto
as Exhibit “J.” Individual Respondents, on behalf of CRUI, failed to take any action in response
to Marcum’s letter. Therefore, on July 25, 2012, Marcum issued a notice to Individual
Respondents, once again informing it that illegal acts had occurred and that failure of the
company to take remedial action would warrant resignation of Marcum as the independent
registered public accountants of CRUI. See Marcum July 25, 2012 letter to CRUI, attached
hereto as Exhibit “K.” Furthermore, pursuant to Section 10A(b)(3) of the Exchange Act, the
notice informed CRUI that it was required to notify the Commission no later than one business
day after it received Marcum’s repoﬁ. Id.; see also Exhibit “A” at §II(C)(10). Min Ma, Gang
Ma, and Jin Tian all received the lettér. Once again, Individual Respondents failed to take any
remedial action in response to the letter. See Exhibit “A’ at § II(C)(9).

On July 25, 2012, Marcum issued a notice to CRUI, pursuant to Section 10A(b)(2) of the
Exchange Act, indicating an illegal act had occurred and that failure of the company to take
remedial action would warrant resignation of Marcum as the independent registered public
accountants of CRUI. Furthermore, the notice informed CRUI that CRUI was required to notify the
Commission no later than one business day after it received Marcum’s report, pursuant to Section

10A(b)(3) of the Exchange Act. See Exhibit “A” at § II(C)(10).



Individual Respondents failed to report the matter to the Commission within one business
day, pursuant to Section 10A(b)(3) of the Exchange Act. Therefore, on July 27, 2012, Marcum
issued a letter pursuant to Section 10A(b)(3) of the Exchange Act to both CRUI and the
Commission. See Marcum July 27, 2012 letter to CRUI, attached hereto as Exhibit “L.”” That
letter provided notice to Individual Respondents that Marcum was resigning from the audit
engagement, effective immediately. Id. The July 27, 2012 notice also informed Individual
Respondents that Marcum no longer wished to be associated with the Forms 10-Q for the periods
ended March 31, 2011, June 30, 2011, and September 30, 2011. Id. The letter further requested
that the company file a Form 8-K disclosing to the SEC and users of the quarterly reports that
Marcum should no longer be associated with the quarterly reports, and that such financial
statements were “not reviewed.” Id.; see also Exhibit “A” at  II(C)(11).

To date, Individual Respondents have not complied with their obligation to report the
matter to the Commission pursuant to Section 10A(b)(3) of the Exchange Act. Individual
Respondents not only failed to respond to Marcum’s requests, they also cut off contact with
Marcum. See Exhibit “A” at § II(C)(12). In addition, Individual Respondents did not file a Form
8-K on behalf of CRUI announcing the resignation of its auditor, as required by Section 13(a) of
the Exchange Act and Item 4.01 to Form 8-K. See Attestation of Barbara J. Volpe, Management
and Program Analyst of the SEC’s Office of Support Operations (“OSO”), attached hereto as
Exhibit “M”; see also Exhibit “A” at § II(C)(12).

Since Marcum resigned as CRUI’s auditor, Individual Respondents have failed to file
CRUTI’s required periodic reports. Id.; see also Exhibit “A” at § I(C)(13). CRUTI’s last filing was
a Form 10-K, filed on March 30, 2012, for the period ended December 31, 2011. Id.; see also

Form 10-K for the period ended December 31, 2011, attached hereto as Exhibit “N”; see also



Exhibit “A™ at § II(C)(13). CRUT’s last periodic report filed with the Commission was for the

period ending September 30, 2011 and was filed on November 14, 2011. Id.; see also Exhibit

“A” at §II(C)(13). Asaresult, CRUI is delinquent with at [east its 2011 and 2012 Forms 10-K,
as well as Forms 10-Q for 2012 and 2013. See Exhibit “A” at § II(C)(13); see also Exhibit “M”;
Exhibit “A” at § II(C)(13).

1I. Dian Min Ma, Gang Ma, and Jin Tian’s Violations

A. Individual Respondents Violated the Antifraud Provisions of Section 10(b) of
the Exchange Act and Rule 10b-5 Thereunder.

Section 10(b) of the Exchange Act and Rule 10b-5 thereunder prohibit any person in
connection with the purchase or sale of any security, from directly or indirectly: (a) employing
any device, scheme or artifice to defraud; (b) making any untrue statement of a material fact or
omitting to state a material fact necessary in order to make the statements made, in the light of
the circumstances under which they were made, not misleading; or (¢) engaging in any act,
practice, or course of business which operates or would operate as a fraud or deceit upon any

person.

i The Individual Respondents Made or Caused Misrepresentations in CRUI’s
Public Filings.

Min Ma and Gang Ma willfully violated Section 10(b) of the Exchange Act and Rule
10b-5 thereunder and Jin Tian willfully violated Section 10(b) of the Exchange Act and Rule
10b-5(a) and (c¢) thereunder and aided and abetted and caused CRUTI’s violations of Section 10(b)
of the Exchange Act and Rule 10b-5(b) thereunder.

Individual Respondents violated these sections by making or causing misrepresentations
in CRUI’s Forms 10-Q for the first three quarters of 2011 and in an amended Form 10-Q. Each

of the reports failed to disclose the true nature of a substantial portion of CRUI’s financing

10



activities. This materially misrepresented the actual operations and liquidity of CRUI, including
the source of funds obtained for working capital. Furthermore, the notes to financial statements
misrepresented that the loans were non-interest bearing and had no fixed terms of repayment.
CRUI also failed to disclose potential risk due to the potential fallout of the company’s illegal
activity, wherein it actually created false invoices and purchase orders to effect the fraud.

Min Ma (CEO) and Gang Ma (CFO) made the misleading statements and Tian (CAO)
caused CRUI to “make” misleading‘statements. Only persons who “make” misleading |
statements may be held liable under Section 10(b) of the Exchange Act and Rule 10b-5(b).

Janus Capital Group, Inc. v. First Derivative Traders, 131 S. Ct. 2296, 2302 (2011). CRUI is a

“maker” because it is “the entity with authority over the content of the statement and whether
and how to communicate it.” Id. Also, because CEO Min Ma and CFO Gang Ma, as duly
authorized officers of CRUI, signed reports and certifications, they are “makers” and may be
held liable for violations of the antifraud statutes. See SEC v. Das, No. 8:10CV102,2011 WL
4375787, at *6 (D. Neb. Sept. 20, 2011) (defendant CFOs were “makers” of statements in Forms

10-K and 10-Q that they signed); In re Pfizer Inc. Sec. Litig., No. 04-CV-9866, 2012 WL

983548, at *4 & n.3 (S.D.N.Y. Mar. 22, 2012) (defendant corporate officer was “maker” under

Janus of statements in SEC filings that he signed); In the Matter of John P. Flannery & James D,

Hopkins, AP File No. 3-14081, 2011 WL 5130058, at *42-46 (Oct. 28, 2011) (Initial Decision)
(defendant was maker under Janus of statements in letter that he wrote, signed, and directed be
sent to investors; he was not the maker of statements in letters that he did not sign or have final

approval over, even though he reviewed and edited drafts); SEC v. Radius Capital Corp., No.

2:11-CV-116, 2012 WL 695668, at *5-6 (M.D. Fla. Mar. 1, 2012) (defendant was maker under

Janus of statements in application to issue GNMA-backed securities that he signed).

11



Although Tian cannot likely be found to be a “maker” of the misleading statements in the
Forms 10-Q and 10-Q/A because he did not sign or certify them, he caused CRUI to make the
misstatements. A person is a cause of another’s violation if he or she knew or should have
known that his or her act or omission would contribute to such violation. See Exchange Act §
21C(a). Tianis CRUI’s Chief Accounting Officer and made material misrepresentations and
omissions to CRUTI’s auditor. Tian signed management representation letters stating that the
financial statements were correct and that he knew of no fraud in the company. As CAO, Tian
knew, or was reckless in not knowing, that CRUI engaged in illegal activity to obtain bank loans
and then misrepresented those obligations in CRUT’s financial statements. In public filings,
CRUI asserts that Tian “possesses detailed and in-depth knowledge of the company’s finances.”
Because of his experience and position, Tian knew or should have known that his false
representations and improper accounting treatments would be incorporated into CRUT’s financial
statements and reports filed with the Commission. Therefore, Tian caused CRUI’s misleading
statements and violations of Rule 10b-5(b).

The fraudulent transactions orchestrated by Individual Respondents between CRUI,
Shandong, and Taian misrepresented the actual operations, obligations, solvency, and liquidity of
CRUI As a result of the scheme, CRUI’s related’party obligations to Shandong increased over
1600% from December 31, 2010 to December 31, 2011. See Exhibit “F”*; see also Exhibit “A”
at § 1I(C)(3). As of September 30, 2011, these obligations represented over 36% of CRUI’s
liabilities. Id.; see also Exhibit “D.” Individual Respondents fraudulently recorded these
transactions in CRUTI’s filings and misrepresented the true nature of CRUI’s obligations to banks

by misrepresenting that the obligations were related party transactions in its quarterly reports on



Forms 10-Q and Form 10-Q/A for the first three quarters of 2011. See Exhibits “B,” “C,” “D,”
and “E.”

il. The Individual Respondents Orchestrated a Fraudulent Scheme

Section 10(b) of the Exchange Act and Rules 10b-5(a) and (c¢) prohibit schemes to
defraud. Rules 10b-5(a) and (c¢) make it unlawful for any person in connection with the purchase
or sale of securities to: employ any device, scheme or artifice to Qefratld; or engage in any act,
practice or course of business which operates as a fraud, respectively. While the cases applying
scheme liability have reached a number of different results, courts generally require that the

defendant either committed a deceptive or fraudulent act, or orchestrated a fraudulent scheme.

See SEC v. Collins & Aikman Corporation, 524 F. Supp. 2d 477, 485-86 (S.D.N.Y. 2007). In

Stoneridge, the “course of conduct included both oral and written statements” which was

described as conduct involving “deceptive acts.” Stoneridge Inv. Partners, LLC v. Scientific-

Atlantic, Inc., 552 U.S. 148, 158 (2008).

Here, the violations by the Individual Respondents went beyond mere misrepresentations
in CRUI’s Commission filings. Individual Respondents engaged in a scheme to falsify purchase
orders and invoices to fraudulently obtain bank financing in violation of PRC law. This was part
of a scheme to misrepresent the true nature of CRUI’s obligations in public filings. In order to
facilitate the scheme, Individual Respondents, as CRUI’s officers, conspired and engaged in a
course of conduct by making both oral and written statements to CRUI’s auditor to hide and
misrepresent the true nature of the obligations, thereby facilitating the incorporation of material
misrepresentations into CRUI’s filings. Individual Respondents® actions caused CRUI to
mischaracterize the transactions in question as obligations to a related party, rather than to

unrelated banks. Individual Respondents’ scheme to misrepresent CRUI’s obligations operated

13



as a fraud on investors because it allowed CRUI to make material misrepresentations in its public
filings and misled investors to believe that a material amount of CRUI’s liabilities were due to
related-party transactions, rather than obligations to unrelated parties. The illegal nature of the
activity, in which Chinese law was violated, could result in prosecution and due consequences, if
discovered. Together, these factors constitute a device, scheme, artifice to'defraud or course of
business that operated as a fraud on CRUI investors in violation of Section 10(b) of the
Exchange Act and Rules 10b-5(a) and (c¢) thereunder.

iii. Individual Respondents’ Misrepresentations Were Material

To be actionable under Section 10(b) of the Exchange Act and Rule 10b-5 thereunder, a

misrepresentation or omission must be material. TSC Industries, Inc. v. Northway, Inc., 426

U.S. 438, 449 (1976); Basic. Inc. v. Levinson, 485 U.S. 224 (1988). Information is material if

there is a substantial likelihood that a reasonable investor would consider it important in making
an investment decision. Basic, 485 U.S. at 231-32. CRUI’s misrepresentations were material.
Individual Respondents orchestrated a fraudulent scheme in which CRUI illegally obtained $40
million in lending from financial institutions by falsifying over $60 million in invoices. By
September, 30, 2011, the mischaracterized obligations represented over 36% of CRUI’s
liabilities, a material amount.

Individual Respondents caused CRUI to engage in illegal activity by falsifying
documents to fraudulently obtain bank loans. Individual Respondents caused CRUI to hide its
illegal activity and mischaracterize the resulting obligations as related party transactions only.
Individual Respondents caused CRUI to fail to disclose the obligations it had to the banks as a
result of the scheme, and Individual Respondents caused CRUI to misrepresent that these

transactions carried no interest or fixed repayment terms. These disclosure deficiencies were

14



- material because investors would consider these factors important in making an investment
decision. By not clarifying the source of financing for working capital, Individual Respondents
caused CRUI to misrepresent the nature of its operations, solvency and liquidity. Additionally,
disclosure of the activity would most likely have resulted in additional scrutiny by auditors,
investors, and regulators and an earlier discovery of the fraudulent scheme. If the illegal activity
was challenged or exposed, the company’s ability to obtain additional financing and the terms of
additional financing could be affected, and CRUI could be exposed to potential fines or lawsuits.
These facts would be material to investors and potential investors in deciding whether to buy,
sell, or maintain CRUI’s securities. Thus, the misrepresentations are material.

iv. Individual Respondents Had The Requisite Scienter

Section 10(b) and Rule 10b-5 thereunder also require a showing of scienter. Aaron v.
S_EQ, 446 U.S. 680, 701-02 (1980). Scienter is defined as a “mental state embracing intent to

deceive, manipulate, or defraud.” Ernst & Ernst v. Hochfelder, 425 U.S. 185, 193 n.13 (1976).

As officers of the company, Min Ma, Gang Ma, and Jin Tian were responsible for the
financial reporting and accuracy of CRUI’s public filings. CRUI’s public filings tout the
experience and expertise in finance and accounting of each of the proposed individual
respondents. Min Ma and Gang Ma signed Forms 10-Q and Form 10-Q/A for the periods ended
March 31, 2011, June 30, 2011, and September 30, 2011, even though they knew or were
reckless in not knowing that CRUI’s public filings contained material misstatements and
misrepresented a material amount of its obligations. Min Ma, Gang Ma, and Jin Tian signed
management representation letters to its auditor in which they attested to having no knowledge of
any fraud, that all related-party transa_ctions, had been properly disclosed, and that there had been

no violations of laws.



Individual Respondents knew no later than April 12, 2012 that the transactions violated
PRC law because CRUI obtained a legal opinion stating such. They withheld information from
the auditor to prevent it from learning of the illegal activity. Eventually, Gang Ma expressly
admitted to the auditor that the transactions were fraudulent. Even if Min Ma, Gang Ma, and Jin
Tian disclaimed knowledge of the fraudulent activity at the time of the filings, they were reckless
in not knowing of the fraud. Due to their positions and responsibilities, the extensive nature of
the fraud and the danger of misleading buyers or sellers had to be so obvious that the officers
must have been aware of it.

In addition to being CEO and director of CRUI, Min Ma owns Shandong, the related
party involved in the transactions. CRUT’s filings tout Min Ma’s twenty years of experience as a
“Professional Accountant” and he serves as the Finance Manager for Taian Ruitai, the entity that

“presented false documents to the banks. Gang Ma was in charge of the company’s finances and
reporting and was highly involved in the quarterly reviews and yearly audits. He also works as
the Director of the Financial Department for Taian Ruitai. Tian is not only a director and CAO
of CRUI, but also an accountant for Taian Ruitai. He claims “detailed and in-depth knowledge
of the Company’s finances,” according to Forms 10-K filed by CRUI.

Because the transactions involved such substantial amounts and involved falsified
documents and improperly recorded accounting transactions and financial reporting at the three
entitiés, the fraudulent conduct had to have been so obvious that Min Ma, Gang Ma, and Jin Tian
were aware of the fraud. Even if they were to disclaim actual knowledge of the fraudulent
transactions and misrepresentations, their conduct involved an extreme departure from the
standards of ordinary care, as officers and directors of CRUIL Thus, they knew, or were at least

reckless in not knowing, the fraudulent nature of the scheme.
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B. Individual Respondents Violated or Aided and Abetted and Caused
Violations of Section 13(a) of the Exchange Act and Rules Promulgated
Thereunder (Reporting Violations)
Section 13(a) of the Exchange Act and Rules 13a-1, 13a-11, and 13a-13 thereunder
require that issuers with securities registered under Section 12 of the Exchange Act, such as

CRUI, file annual, quarterly and current reports with the Commission. These reports must be

complete and accurate in all material aspects. SEC v. Savoy Indus.. Inc., 587 F.2d 1149, 1165

(D.C. Cir. 1978). Rule 12b-20 of the Exchange Act requires issuer’s reports to include any
additional information “necessary to make the required statements, in the light of the
circumstances under which they are made, not misleading.” Scienter is not an element of a

Section 13(a) violation. See In the Matter of St. George Metals. Inc., AP File No. 3-11971, 2005

WL 2397240, at *3-4 (Sept. 20, 2005); In re Stansbury Holdings Corp., AP File No. 3-11108,

2003 WL 21640201, at *5 (July 14, 2003); In re WSF Corp., AP File No. 3-10668, 2002 WL
917293, at *6 (May 9, 2002).

Individual Respondents caused CRUI to directly violate Section 13(a) of the Exchange
Act and Rules 13a-13 and 12b-20 thereunder by filing incomplete and inaccurate Forms iO—Q
and Form 10-Q/A with the Commission that materially misrepresented up to $40 million in bank
financing as related party transactions. Individual Respondents caused CRUI to misrepresent the
true nature of the transactions. Individual Respondents caused CRUI to CRUI to violate
Exchange Act Rule 13a-1 because it failed to file a Form 10-K for the year ended December 31,
2011 after its auditor resigned. Individual Respondents caused CRUI to violate Rule 13a-11
because it did not file a Form 8-K disclosing that its auditor resigned and that the auditor had

disassociated itself with the company’s quarterly reports for 2011. Such disclosure is required
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by Section 13(a) of the Exchange Act and Item 4.01 to Form 8-K. CRUI has not filed any
periodic reports since that time, which are further violations of Rules 13a-1 and 13a-13.
Individual Respondents aided and abetted and caused CRUI’s violations described above.
A person who “knowingly provides substantial assistance to another person™ in violation of a
provision of the Exchange Act or any rule or regulation thereunder, may be held liable as an
alder and abettor. 15 U.S.C. § 78t(e). Individual Respondents satisfy the “substantial
assistance” prong of aider and abettor liability if the defendants “associated [themselves] with
the venture, participated in it as in something [they] wished to bring about, and that [they] sought

by [their] action to make it succeed.” SEC v. Apuzzo, No. 11-696, 2012 WL 3194303, at *8 (2d

Cir. Aug. 8,2012). A person is a cause of another’s violation if he or she knew or should have
known that his or her act or omission would contribute to such violation. See Exchange Act §
21C(a).

- Min Ma, Gang Ma, and Jin Tian caused to be filed with the Commission quarterly reports
on Form 10-Q and Form 10-Q/A that were inaccurate and misleading, as described above. The
officers also failed to cause CRUI to file required Forms 10-K, Forms 10-Q, and Form 8-K.
Both Min Ma and Gang Ma signed certifications for the reports filed and attested to their
accuracy. Therefore, Min Ma, Gang Ma, and Jin Tian provided substantial assistance to CRUI,
thereby aiding and abetting CRUI’s reporting violations. As officers of a public company with
extensive accounting and financial experience, all three individuals knew or should have known
that their acts or omissions would contribute to CRUI’s false and inaccurate public filings and its
failure to file required reports. Therefore, the officers caused CRUI’s violations of Section 13(a)

of the Exchange Act and Rules 13a-1, 13a-11, and 13a-13 thereunder.
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C. Respondents Min Ma and Gang Ma Violated Exchange Act Rule 13a-14
(False Certifications of Quarterly Reports)

Exchange ActRule 13a-14 requires that the principal executive and principal financial
officers of an issuer sign a certification that, based on their knowledge, the quarterly reports filed
with the Commission do not contain any untrue statement of material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading. Min Ma and Gang Ma signed the certifications for
the Forms 10-Q for the first three quarters of 2011 in their capacities as Chief Executive Officer
and Chief Financial Officer, respectively. Because Min Ma and Gang Ma had knowledge of the
material misstatements and omissions contained in the quarterly reports, they violated Rule 13a-
14.

D. China Ruitai Violated and Its Officers Aided and Abetted and Caused

Violations of Section 13(b)(2)(A) of the Exchange Act and the Officers
Violated Rules Promulgated Thereunder (Books and Records Violations)

Section 13(b)(2)(A) of the Exchange Act requires issuers registered with the Commission
to “make and keep books, records, and accounts, which in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the issuer.” CRUI kept books, records,
and accounts that did not accurately and fairly reflect its transactions and dispositions, thereby
violating Section 13(b)(2)(A).

Individual Respondents, as CRUI’s officers, aided and abetted and caused CRUI’s
Section 13(b)(2)(A) violations. A person who “knowingly provides substantial assistance to
another person” in violation of a provision of the Exchange Act or any rule or regulation
thereunder, may be held liable as an aider and abettor. 15 U.S.C. § 78t(e). Individual

Respondents satisfy the “substantial assistance™ prong of aider and abettor liability if the

defendants “associated [themselves] with the venture, participated in it as in something [they]
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wished to bring about, and that [they] sought by [their] action to make it succeed.” SEC v.
Apuzzo, No. 11-696, 2012 WL 3194303, at *§ (2d Cir. Aug. 8, 2012). A person is a cause of
another’s violation if he or she knew or should have known that his or her act or omission would
contribute to such violation. See Exchange Act § 21C(a).

As officers and directors responsible for accounting and public filings, Min Ma, Gang
Ma, and Jin Tian knowingly provided substantial assistance to CRUI in the keeping of inaccurate
books and records. CRUI could not have misrepresented certain transactions in its books and
records without the substantial assistance of the officers. In addition, the officers knew or should
have known that their misrepresentations to the auditor and their preparation of inaccurate
financial statements would be incorporated into CRUT’s filings, thereby causing the financial
statements to not accurately and fairly reflect CRUI’s transactions and dispositions. Therefore,
each of the officers caused CRUT’s violations of Section 13(b)(2)(A) of the Exchange Act.

Rule 13b2-1 of the Exchange Act prohibits a person to “directly or indirectly, falsify or
cause to be falsified, any book, record or account subject to Section 13(b)(2)(A). As
demonstrated above, CRUTI’s officers falsified CRUI’s books, records, and accounts that were
presented to CRUT’s auditor and incorporated into CRUTI’s public filings. This violated
Exchange Act Rule 13b2-1. |

Rule 13b2-2(a) of the Exchange Act prohibits an officer or director of an issuer to “make
or cause to be made a materially false or misleading stétement to an accountant” in connection
with the preparation or filing of any document or report required to be filed with the
Commission. Exchange Act Rule 13b-2 defines “officer or director to include a president, vice
president, secretary, treasurer or principal financial officer, comptroller or principal accounting

officer, and any person routinely performing corresponding functions with respect to any



organization...” As CEO, CFO, and CAO respectively, Min Ma, Gang Ma, and Jin Tian were
ofﬁcérs for purposes of Exchange Act Rule 13b2-2(a). Each of the proposed individual
respondents made materially false or misleading statements to its auditor in connection with its
Forms 10-Q and Form 10-Q/A for the first three quarters of 2011. Management representation
letters signed by the three officers included misleading statements that (1) management had no
kno,Wledge of any fraud, (2) all related party transactions had been properly disclosed, and (3)
there had been no violation of laws. These were direct violations of Rule 13b2-2(a).

RELIEF REQUESTED

I. The Court Should Issue A Permanent Cease-And-Desist Order

Section 21C of the Exchange Act empowers the Commission to order a respondent who
has been found, after notice and hearing, to have violated or caused any violation of the Act, to
cease and desist from committing or causing such violations and any future violations. The
factors for considering whether a cease-and-desist order is warranted are: (1) the egregiousness
ofa respondent’s' actions; (2) the isolated or recurrent nature of the violations; (3) the degree of
scienter involved; (4) the respondent’s assurances against future violations, (5) the respondent’s
recognition of the wrongful nature of his conduct; and (6) the likelihood the respondent’s

occupation will present opportunities for future violations. Steadman v. SEC, 603 F.2d 1126,

1140 (5th Cir. 1979); KPMG Peat Marwick, LLP, Exchange Act Rel. No. 34-43862 (Jan. 19,

2001), aff’d sub nom KPMG v. SEC, 289 F.3d 109 (D.C. Cir. 2002). No one factor controls.

SEC v. Fehn, 97 F.3d 1276, 1295-96 (9th Cir. 1996).
Here, these six factors weigh in favor of the Court imposing a cease and desist order on
the Individual Respondents. First, Individual Respondents’ actions were egregious. As

established above, Individual Respondents willfully violated securities laws by conducting
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multiple fraudulent transactions, misrepresenting that the obligations were related party
transactions, masking the true nature of CRUI’s obligations to banks, failing to disclose the risks
associated with the scheme, and giving the appearance that CRUI was meeting its working
capital requirements with cash flows generated from business activities rather than financing
from banks. Individual Respondents’ actions were clearly egregious in that the fraudulent
transactions vastly misrepresented its financials, which information would be extremely
important to investors.

Additionally, Individual Respondents made blatant misrepresentations to Marcum
régarding the company’s filings. Individual Respondents, as officers of CRUI, signed
representation letters certifying management héd no knowledge of any fraud, all related party
transactions had been properly disclosed, and there had been no violations of laws. See Exhibit
“@G.” Because of Individual Respondents’ representations, Marcum had no reason to believe
fraudulent activity was occurring and, therefore, the false information was reported in CRUI’s
quarterly reports on Forms 10-Q and Form 10-Q/A for the first three quarters of 2011. This
information would have been valuable to investors. Furthermore, even when Marcum identified
the misrepresentations and illegal conduct, Individual Respondents blatantly disregarded
Marcum’s 10A(b) notices and refused either to correct the misrepresentations or file the
necessary Form 8-k with the Commission. See Exhibits “J,” “K,” and “L”; see also Exhibit “M.”
Indeed, CRUI's CFO even confirmed that the transactions were fictitious. See Exhibit “F.”
CRUP’s actions clearly qualify as egregious.

Secondly, Individual Respondents” actions were recurrent. From January 2011 through
December 2011, Individual Respondents caused CRUI to file three quarterly reports with the

Commission, each containing materially false information regarding CRUT’s finances. In each



of these quarters, CRUI provided to its auditor management representation letters. See Exhibit
“G.” The representation letters contained materially misleading statements, including that: (1)
management had no knowledge of any fraud; (2) all related party transactions had been properly
disclosed; and (3) there had been no violations of the law. Id. These statements were materially
misleading because CRUI’s scheme was a violation of PRC laws, and the description of the
related party obligations misrepresented the true nature of the activity. Because of the
management positions of Individual Respondents (Min Ma—CEQO, Gang Ma—CFO, and Jin
Tian—CAO), Individual Respondents knew or were reckless in not knowing the true nature of
the transactions and that the financing was obtained fraudulently and illegally. Individual
Respondents knew or were reckless in not knowing that the material misrepresentations would
be incorporated into CRUTI’s public filings and that the public filings inaterially misrepresented
the true nature of the transactions.

Third, as discussed above in Section 1.2.A.iv, Individual Respondents acted with scienter.
Scienter is defined as “the mental state embracing intent to deceive, manipulate or defraud.” See
Ernst at 185, 193 n. 12. The mental state of a corporation is established through the mental state

of its officers. See SEC v. Manor Nursing Ctrs., Inc., 458 F.2d 1082, 1088 n.3 (2d Cir. 1972).

Proof of Scienter need not be direct, but may be a “matter of inference from circumstantial

evidence.” See Herman & Maclean v. Huddleston, 459 U.S. 375, 390, n.30 (1983). In this case,

CRUI acted with scienter.

The standard for scienter includes “recklessness.” See Sharp v. Coopers & Lybrand, 649

F.2d 175, 193 (3d Cir. 1981) (citing McLean v. Alexander, 599 F.2d 1190, 1197 (3d Cir. 1979)).

“‘Reckless conduct may be defined as highly unreasonable (conduct), involving not merely

simple, or even inexcusable negligence, but an extreme departure from the standards of ordinary



care, and which presents a danger of misleading buyers or sellers that is either known to the

defendant or is so obvious that the actor must have been aware of it.”” Sharp at 193 (quoting

Sundstrand Corp. v. Sun Chemical Corp., 553 F.2d 1033, 1045 (7‘h Cir.), ceﬁ denied, 434 U.S.

875 (1977)).

Individual Respondents each participated in the fraudulent conduct. Individual
Respondents structured the illegal activity, ensured the misrepresentations were included in
CRUTI’s quarterly filings, and refused to correct the misrepresentations once they had been
identified by Marcum. They lied to CRUTI’s auditors and failed to disclose the illegal activity
when required. Furthermore, Individual Respondents caused CRUI to fail to respond to
Marcum’s notice to the board, Marcum’s July 25, 2012 letter, and Marcum’s July 27, 2011 letter,
each notifying CRUI that a fraudulent act had occurred and informing CRUI of its obligation to
notify the SEC that a fraudulent act had occurred. See Exhibits “K” and “L.” Individual
Respondents, as officers of CRUI, took no action after CRUI’s auditor resigned from the
engagement and notified CRUI that it no longer wished to be associated with CRUI’s filings. Id.
Additionally, CRUI failed to file the required 8-K to inform the Commission and investors of the
illegal activity and that its auditors had resigned. See Exhibit “M.” In other words, Individual
Respondents knew, or were reckless in not knowing, that they caused CRUI to include false
representations in CRUI’s quarterly filings.

Individual Respondents’ actions in causing CRUI to include false and misleading
in’formation in its quarterly filings, Individual Respondents consistent and repeated disregard of
Marcum’s notices, and the admission by Gang Ma, CRUI’s CFO, that the underlying

transactions were fraudulent, all establish Individual Respondents’ scienter.



Fourth, Individual Respondents have made no assurances whatsoever that they will
refrain from committing future violations, despite the recognition of wrongdoing by Gang Ma.
Individual Respondents, as officers of CRUI, have failed to take any action to comply with the
securities laws. To this date, Individual Respondents, on behalf of CRUI, have failed to inform
the Commission of CRUI’s actions, as the securities laws require. Not only have Individual
Respondents refused to make any assurances that they will refrain from future violations, they
have blatantly refused to inform the Commission of CRUI’s illegal activities, failed to file a
Form 8-K on behalf of CRUI, and failed to take any remedial action to correct CRUT’s
wrongdoings.

Fifth, as has already been discussed, although Gang Ma admitted to its auditor that the
underlying transactions were fictitious, Individual Respondents have taken absolutely no steps to
recognize CRUTI’s wrongful conduct or rectify or disclose the fraudulent transactions. Individual
Respondents attempts to conceal CRUI’s fraudulent activities reﬂect a callous disregard of the
seriousness of the offenses and the effects that perpetrating these falsehoods has on the lives of
investors. Furthermore, Individual Respondents failure to take any remedial action, despite
Marcum’s notices of the requirements to do so, show that Individual Respondents are a high risk
for committing additional fraudulent transacti’ons in the future.

Sixth, because CRUI is a publicly reporting company, without the sanctions requested by
the Commission, it appears inevitable that Individual Respondents will have opportunities to
engage in similar violations in the future. Individual Respondents, CRUI’s management, who
orchestrated the scheme and acknowledged the illegality of it, remain unchanged. If not ordered

to cease-and-desist, Individual Respondents undoubtedly will re-offend. Additionally, Individual



Respondents, each in their late 30s or early to mid-40s, have many working years ahead of them.
Thus, they will have many more opportunities to reoffend.

For each of these reasons, Individual Respondents should be ordered to cease-and-desist
from committing or causing violations of and any future violations of Sections 10(b), 13(a), and
13(b)(2)(A) of the Exchange Act and Rules 10b-5, 12b-20, 13a-1, 13a-11, 13a-13, and 13a-14

thereunder.

Il The Court Should Order Third Tier Penalties for Each Violation

The Division seeks penalties against Individual Respondents pursuant to Section 20(d) of
the Securities Act and Sections 21(d)(3)(A) and (B) of the Exchange Act, which authorize the
Commission to impose penalties in administrative proceedings if the Court finds that provisions
of the Exchange Act or a cease-and-desist order have been violated.

The purpose of civil penalties is to punish the individual violator as well as deter future

violations. SEC v. Palmisano, 135 F.3d 860, 866 (2nd Cir. 1998); SEC v. K.W. Brown, 555 F.

Supp. 2d 1275, 1314 (S.D. Fla. 2007); SEC v. Tanner, 02 Civ. 0306, 2003 WL 21523978 at *2

(S.D.N.Y. July 3, 2003); SEC v. Kenton Capital. Ltd., 69 F. Supp. 2d 1, 17 (D.D.C. 1998); SEC
v. Moran, 944 F. Supp. 286, 296 (S.D.N.Y. 1996). As set forth in H.R. Report No. 616 - the
Report of the Committee on Energy and Commerce of the U.S. House of Representatives on the

Remedy Act,

[T]he money penalties proposed in this legislation are needed to provide financial
disincentives to securities law violations other than insider trading
Disgorgement merely requires the return of wrongfully obtained profits; it does
not result in any actual economic penalty or act as a financial disincentive to
engage in securities fraud .... The Committee therefore concluded that authority to
seek or impose substantial money penalties, in addition to the disgorgement of
profits, is necessary for the deterrence of securities law violations that otherwise
may provide great financial returns to the violator. (Citations omitted).

" . o
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By authorizing money penalties for violations of the securities laws other than

insider trading, this legislation would greatly increase deterrence, while also

providing both the Commission and the courts with the flexibility to tailor a

remedy to the gravity of the violation.

1990 WL 256464 *20, 1990 U.S.C.C.A.N. 1379 #1384 (Leg. Hist.), H.R. Rep. 101-616, H.R.
Rep. No. 616, 101st Cong., 2nd Sess. 1990.

Section 21(d)(3)(B) of the Exchange Act provides for three tiers of penalties based upon
culpability. Under the First Tier, the Court may impose a penalty of up to (1) $5,000 for an
individual or $50,000 for a corporation for each violation or (ii) the gross amount of pecuniary
gain to the respondent as a result of the violation. Under the Second Tier, the Court may impose
a penalty of up to (1) $50,000 for an individual or $250,000 for a corporation or (ii) the gross
amount of pecuniary gain to the respondent as a result of the violation. Finally, under the Third
Tier, the Court may impose a third-tier penalty of up to (i) $100,000 for an individual or
$500,000 for a corporation (subsequently adjusted upward to $150,000 for an individual and
$750,000 for a corporation, see 17 C.F.R. §§ 201.1003 and 1004 and Tables III and IV to
Subpart E) or (ii) the gross amount of pecuniary gain to such defendant as a result of the
violation. Third tier penalties are appropriate if “the violation ... involved fraud, deceit,
manipulation, or deliberate or reckless disregard of a regulatory requirement; and ... such
violation directly or indirectly resulted in substantial losses or created a significant risk of
substantial losses to other persons.”

The Securities Act and the Exchange Act permit the Commission to seek civil penalties
for each violation of the federal securities laws. 15 U.S.C. § 77t(d); 15 U.S.C. § 78u(d)(3).

When enacted, these statutes provided that the maximum amount of a third-tier civil penalty for a

natural person was $100,000 per violation. 15 U.S.C. § 77t(d)(2)(C); 15 U.S.C. §



78u(d)(3)(B)(iii). However, “[a]s required by the Debt Collection Improvement Act of 1996, the
maximum amounts of all civil monetary penalties under the Securities Act, the Exchange Act ...
are adjusted for inflation.” See 17 C.F.R. §§ 201.1002, 201.1003 and 201.1004. For violations
occurring beginning March 4, 2009, the maximum third-tier civil penalty for a natural person is
'$150,000 per violation. 17 C.F.R. § 201.1003 and Table III to Subpart E.

District courts have wide discretion when calculating the amounts of third-tier civil
monetary penalties through the employment of a variety of methods. Some courts impose a civil

penalty in the amount of the maximum civil penalty for one count. See SEC v. Art Intellect,

Inc., et al., Civil No. 2:11-cv-00357-TC (D. Utah July 18, 2013) (Docket # 292 at CM/ECF).
Other courts have multiplied the number of violations by a specific dollar amount, typically the

amount of the relevant penalty. 15 U.S.C. §77t(d)(2); see, e.g., Milan Capital Group, Inc., 2001

U.S. Dist. LEXIS 11804 (S.D.N.Y. Aug. 14, 2001) (defendants jointly and severally liable for a
third-tier penalty of $10 million, equal to $50,000 per investor); SEC v. Coates, 137 F. Supp. 2d
413,430 (S.D.N.Y. 2001) ($10,000 penalty per misrepresentation); SEC v. Todt, Fed. Sec. L.
Rep. (CCH) P90, 770 (C.D. Cal. 2004) ($50,000 penalty per misrepresentation for one
defendant; $25,000 penalty per misrepresentation second defendant, whose involvement the

court found less substantial); SEC v. Kenton Capital. Ltd., 69 F. Supp. 2d 1, 17 (D.D.C. 1998)

(civil penalty of $1.2 million determined by multiplying the maximum third-tier penalty for

natural persons by the number of defrauded investors); SEC v. Lazare Indus., Inc., 294 Fed.

Appx. 711, 715 (3rd Cir. 2008) (for the purposes of assessing reasonableness of district court’s
assessment of $500,000 penalty, court considered each sale of unregistered stock as a separate

violation); In the Matter of the Application of Eric J. Brown, et al., AP File No. 3-13532, 2012

WL 625874 at *18 and *27 (Feb. 27, 2012) (setting maximum statutory penalty for each of the
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customers three respondents defrauded). Therefore, the Court could impose a penalty of
$150,000 against each Individual Respondent for each of the violations that occurred in this case.
Individual Respondents could, and should, be ordered to pay a $150,000 penalty for each of the
fraudulent transactions they conducted, which fraudulent transactions consisted of causing CRUI
to file at least four quarterly reports that contained false and misleading information, together
with its refusal to file the necessary Form 8-K upon being advised of its fraudulent conduct by its
outside auditor. Under the circumstances, the Court should determine an appropriate penalty
amount and whether a penalty should be ordered for each fraudulent transaction.

Factors considered by the Court when imposing penalties under the civil penalty

provisions of the securities laws include:

(1) The egregiousness of the violations at issue; (2) defendants’ scienter; (3) the
repeated nature of the violations; (4) defendants’ failure to admit to their
wrongdoing; (5) whether defendants’ conduct created substantial losses or the risk
of substantial losses to other persons; (6) defendants’ lack of cooperation and
honesty with authorities, if any; and (7) whether the penalty that would otherwise
be appropriate should be reduced due to defendants’ demonstrated current and

future financial condition.

SEC v. Huff, 758 F.Supp.2d 1288, 1364 (.S.D‘Fla. 2010). Of these factors, the only one that
appears to be in question here is whether Individual Respondents’ conduct, as officers of CRUI,
created substantial losses or the risk of substantial losses to other persons. On that point, the
“court in Huff concluded that the defendant’s conduct created both substantial loss to other
persons and the risk of substantial losses to other persons where victims'of the fraud purchased
the company’s stock and were then stuck with it until the company’s financial demise — the same
factual scenario in this case. Id.

In another matter involving the question of whether to impose a third-tier penalty, one
court emphasized that “[t]he issue under Section 21(d)(3) is not whether a counterparty actually

sustained a loss, but whether the defendants’ [actions] ‘created a significant risk of substantial
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losses to others.”” SEC v. Aragon Capital Management. LLC, 672 F.Supp.2d 421, 451 (SDNY

2009). In Aragon the defendant had obtained and traded on insider information regarding what
appeared to be two likely future transactions — transactions that ultimately did not take place.
Had the leaked transactions actually occurred in that case, as contemplated by the defendant, it
would have cost the potential victims $50,000 on one project and $70,000 on another. Id. While
the court found that the potential scope of the losses was “admittedly not enormous, they

certainly were substantial enough to satisfy Section 21(d)(3).” Id. at 452. Accordingly, the court

found that the “substantial risk of loss™ requirement had been satisfied. See also SEC v. Abellan,
674 F.Supp.2d 1213, 1222 (W.D. Wash. 2009) (Defendant’s misrepresentations caused the
public who bought securities at inflated prices substantial losses, justifying a third-tier penalty).

The actions of Individual Respondents “involved fraud, deceit, manipulation, or
deliberate reckless disregard of a regulatory requirement.” The evidence documenting Individual
Respondents’ fraudulent conduct is substantial and uncontested. Individual Respondents
orchestrated fictitious transactions that masked the tenuous financial condition of the entity,
overstating revenue by millions of dollars and understating its reliance on bank financing to meet
its working capital requirements. Individual Respondents broadcast their misrepresentations by
including them in not less than four of CRUI’s public filings with the Commission. Individual
Respondents disregarded CRUI’s auditor’s notices and recommendations, including the
obligations to correct the misstatements in CRUI’s filings, and Gang Ma, CRUI’s own CFO,
acknowledged the illegality of the transactions. There is no question that Individual Respondents
were perpetrating a fraud in this matter.

But the consequences of Individual Respondents” fraudulent actions did not stop with the

false public filings. Individual Respondents’ misrepresentations on behalf of CRUI caused, and
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created a significant risk of, substantial losses to investors. A review of the trading activity of
CRUT’s stock during the relevant six-month period between May 16, 2011 (the filing date for the
Form 10-Q of the period ending March 31, 2011) and November 14, 2011 (the filing date of the
Form 10-Q for the period ending September 30, 2011) demonstrates a period of active trading in
CRUI stock. See Summary of China Ruitat Intern’l Holdings Co., Ltd. Trading Activity, Sept.
30, 2010-Dec. 31, 2012, derived from http://finance.yahoo.com/q/hp?s=CRUI+Historical+Prices,
attached hereto as Exhibit “A”. During this six month period, over 395,000 shares of CRUI
stock traded hands in 21 transactions. Moreover, although the stock had been declining in price
for months predating this period, dropping from $.99 as late as November 2010 to $.17 in May
2011, it remained comparably stable at prices between $.15 and $.30 for the six month period
during which the misinformation was on the market. In contrast, after December 2011 trading in
the CRUI stock effectively ceased, with only 13 transactions occurring for all of 2012. CRUI’s
stock price also began dropping significantly in 2012, hitting a low of $.03 by the end of the
year. In other words, the evidence suggests that CRUI’s false ﬁlings%and Individual
Respondents’ fraudulent activity—at least to some extent encouraged a period of active trading
by investors and, during this same fime period, propped up its stock price. Certainly, the market
was aware of CRUTI’s declining prospects, as evidenced by the fall in its stock price during late
2010 and early 2011. In 2012, the true extent of CRUI’s financial woes overtook the company,
and its stock price — and the trading volume — reacted accordingly.

It is a well-established principle that “in an open and developed securities market, the
price of a company’s stock is determined by the available material information regarding the
company and its business.... Misleading statements will therefore defraud purchasers of stock

even if the purchasers do not directly rely on the misstatements.... The causal connection



between the defendants” fraud and the [purchasers’] purchase of stock in such a case is no less

significant than in a case of direct reliance on misrepresentations.” Basic Inc. v. Levinson, 485
U.S. 224, 241-42 (1988), quoting Peil v. Speiser, 806 F.2d 1154, 1160-61 (3d Cir. 1986).
CRUT’s stock price is a clear manifestation of this principle.

In this case, nearly 400,000 shares of CRUI stock traded hands during the period in
which CRUT’s false filings were being distributed, at prices of approximately $.30 per share on
the high end and $.15 per share on the low end. Individuals who purchased the shares at the tail
end of this period, unfortunately for them, were stuck with the stock, as liquidity quickly
evaporated and prices plummeted to $.03 per share — causing real and actual losses to the holders
of those securities. Investors bought and sold CRUI stock based on information made available
in its public filings, and the misrepresentations made in those filings both encouraged investment
and inflated the stock price, prolonging the inevitable collapse of the company. Moreover, the
misrepresentations contained in CRUTI’s filings put other potential, and unwitting, investors at
risk of substantial losses had they chosen to purchase CRUI’s stock during the relevant period.
But for the misstatements in CRUI’s 2011 quarterly reports, investors would have had a much
better picture of the company’s actual financial health (or lack thereof), and these unwary
investors who purchased the stock in 2011 could have avoided the losses they subsequently
incurred after the true financial condition of the company became more apparent. Like the
investors in Huff, however, lack of liquidity forced them to hold the stock through the demise of
CRUT’s operations, giving rise to substantial losses.

As discussed above, the actions of Individual Respondents merit Third Tier penalties
because they “involved fraud, deceit, manipulation, or deliberate reckless disregard of a

regulatory requirement” and “such violation[s] directly or indirectly resulted in substantial losses



or created significant risk of substantial losses to other persons.” The evidence documenting
Individual Respondents’ fraudulent conduct is substantial and uncontested. Individual
Respondents, as officers of CRUI, orchestrated fictitious transactions that masked the tenuous
financial condition of the entity. Individual Respondents disregarded CRUI’s auditor’s notices
and recommendations, and Gang Ma, CRUI’s own CFO, acknowledged the illegality of the
transactions. Moreover, investors traded on the information contained in the quarterly filings,
information that was unquestionably incorrect. Due to Individual Respondents’ deliberate
actions in orchestrating the fraudulent scheme, and in consideration of Individual Respondents’
failure to adhere to CRUI’s former auditor’s counsel, Third Tier penalties upon each Individual
Respondent are appropriate in an amount the Court sees fit.
CONCLUSION

For the reasons set forth in this motion, the Court should impose the sanctions set forth in

the Introduction.

Respectfully submitted,
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EXHIBIT “A”



UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

| SECURITIES EXCHANGE ACT OF 1934
Release No. 70579 / September 30, 2013

ACCOUNTING AND AUDITING ENFORCEMENT
Release No. 3504 / September 30, 2013

ADMINISTRATIVE PROCEEDING
File No. 3-15544

ORDER INSTITUTING

In the Matter of ADMINISTRATIVE AND CEASE-

: AND-DESIST PROCEEDINGS AND
CHINA RUITAI NOTICE OF HEARING PURSUANT
INTERNATIONAL _ TO SECTIONS 4C AND 21C OF THE
HOLDINGS CO.,LTD., SECURITIES EXCHANGE ACT OF
DIAN MIN MA, GANG 1934 AND RULE 102(E) OF THE
MA, AND JIN TIAN, COMMISSION’S RULES OF

PRACTICE

Respondents.

L

The Securities and Exchange Commission (“Commission”) deems it appropriate
and in the public interest that public administrative and cease-and-desist proceedings be,
and hereby are, instituted pursuant to Sections 4C' and 21C of the Securities Exchange Act
of 1934 (“Exchange Act”) and Rule 102(e)(1)(iii) of the Commission’s Rules of Practice’

' Section 4C provides, in relevant part, that:

The Commission may censure any person, or deny, temporarily or permanently to any person the
pnvxlege of appearing or practicing before the Commission in any way, if that person is found . . . (1) not to
possess the requxsue quahﬁcat:ons to represent others . . . (2) to be lacking in character or mtegnty, orto
have engaged in unethical or improper professxonal conduct, or (3) to have willfully violated, or willfully
aided and abetted the violation of, any provision of the securities laws or the rules and regulations
thereunder.

? Rule 102(e)(1)(iii) provides, in pertinent part; that:



against China Ruitai International Holdings Co., Ltd. (“China Ruitéi”), Dian Min Ma,
Gang Ma, Jin Tian (collectively “Respondents™).

IL.
After an investigation, the Division of Enforcement alleges that:
A.  RESPONDENTS

1. Respondent China Ruitai, incorporated in Delaware in 1955 and
located in the People’s Republic of China (“PRC”), is a manufacturer of deeply processed
chemicals used primarily in the production of PVC, cosmetics, foods, and paints. Atall
relevant times, China Ruitai’s common stock was registered with the Commission pursuant
to Section 12(g) of the Exchange Act and is quoted on OTC Link operated by OTC Markets
Group, Inc. and formerly known as the Pink Sheets (“OTC Link™) under the ticker symbol
“CRUL” .

2. Respondent Dian Min Ma, age 46, resides in the PRC and has been a
Director and Chief Executive Officer (“CEO”) of China Ruitai since 2007. Dian Min Ma,
along with Xing Fu Lu, the President of China Ruitai, owns 100% of the capital stock of
Shandong Ruitai Chemical Co., Ltd., a related party to China Ruitai. Dian Min Ma also
serves as the Finance Manager for Taian Ruitai Cellulose Co., Ltd., a majority-owned (55%)
subsidiary of China Ruitai.

3. Respondent Gang Ma, age 40, resides in the PRC and has been Chief -
Financial Officer (“CFO”) of China Ruitai since 2007. Gang Ma is also the Director of the
Financial Department for Taian Ruitai Cellulose Co., Ltd.

4. Respondent Jin Tian, age 38, resides in the PRC and has been a
Director and Chief Accounting Officer (“CAO”) of China Ruitai since 2007. Jin Tian is
also an accountant for Taian Ruitai Cellulose Co., Ltd.

B. RELATED ENTITIES

1. Taian Ruitai Cellulose Co., Ltd. (“Taian Ruitai”’), located in the PRC,
is a majority-owned (99%) subsidiary of China Ruitai and is the operational subsidiary of
China Ruitai. )

2. Shandong Ruitai Chemical Co., Ltd. (“Shandong Ruitai”"), located in
the PRC, is a related party to China Ruitai and holds 1% of the capital stock of Taian Ruitai.
Shandong Ruitai is 100% owned by Dian Min Ma and Xing Fu Lu, the President of China

‘Ruitai. Shandong Ruitai is a dealer of hot steam, which it sells to Taian Ruitai.

The Commission may . . . deny, temporarily or permanently, the privilege of appearing or
practicing before it . . . to any person who is found...to have willfully violated, or wilifully aided and
abetted the violation of any provision of the Federal securities laws or the rules and regulations thereunder.



C. FRAUDULENT AND ILLEGAL ACTIVITY

1. From approximately January to December 2011, Respondents
orchestrated a scheme to fraudulently obtain up to $40 million in bank financing using
falsified documents. China Ruitai, through its subsidiary, Taian Ruitai, falsified purchase
orders to purchase steam from Shandong Ruitai. Aided by the cooperation of Shandong
Ruitai, Taian Ruitai obtained invoices from Shandong Ruitai for the fake purchase orders.
Taian Ruitai then presented the fake invoices and purchase orders to various banks to
obtain bank acceptance notes. Per the terms of the acceptance notes, China Ruitai
deposited between 30% and 100% of the invoice amount with the bank, and the bank paid
the stated invoice amount to Shandong Ruitai. The amounts that China Ruitai placed on
deposit with the banks were held in reserve until China Ruitai repaid the bank acceptance
notes.

2. After Shandong Ruitai received funds from the banks, Shandong
Ruitai typically provided the funds to Taian Ruitai to be used as operating capital. At other
times, Shandong Ruitai retained a portion of the funds for its own operational needs. In
either scenario, the scheme was effectuated by the efforts of China Ruitai as the creditor
with the banks and the originator of the purchase orders.

3. During the time period of the scheme, China Ruitai filed Forms 10-
Q for the periods ended March 31, 2011, June 30, 2011, and September 30,2011, and a
Form 10-Q/A for the period ended June 30, 2011. In each of the Forms 10-Q and Form 10-
Q/A, China Ruitai failed to make the disclosures of China Ruitai’s obligations to the banks,
the scheme China Ruitai was utilizing to provide working capital, and the risks associated
with the ongoing scheme. As a result of the scheme, China Ruitai’s related party
obligations to Shandong Ruitai increased over 1600% from December 31, 2010 to
December 31, 2011. As of September 30, 2011, these obligations represented over 36% of
China Ruitai’s liabilities. The failure to disclose the obligations to the bank and the nature
of the activity to obtain bank financing materially misrepresented the actual operations,
obligations, solvency, and liquidity of China Ruitai. The misstaternents made it appear that
China Ruitai was meeting its working capital requirements with cash flows generated from
business activities, rather than financing from banks. In its footnotes to the financial
statements, China Ruitai described the resulting obligations as only related party notes
payable that were “non-interest bearing for the purpose of financing the Company’s
operations due to a lack of working capital and have no fixed terms of repayment.” These
statements were false and materially misleading because they failed to disclose the nature
and terms of the obligations to the banks. Furthermore, the loans could result in
undisclosed risk to the company, especially if the illegal nature of the loans was challenged
or exposed by the banks, regulators, or others.

4, Dian Min Ma and Gang Ma each signed China Ruitai’s pericdic
reports filed with the Commission for the first three quarters of 2011. In addition, Dian
Min Ma and Gang Ma each signed certifications for the quarterly reports. Those filings
incorrectly state that the reports did not “contain any untrue statement of a material fact or



omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the
period covered by this report.” The statements and representations in China Ruitai’s filings
were materially misleading.

5. Dian Min Ma, Gang Ma, and Jin Tian facilitated China Ruitai’s
violations by perpetuating the illegal scheme and directly and indirectly filing or causing to
be filed with the Commission quarterly reports on Form 10-Q and Form 10-Q/A that were
inaccurate and materially misleading. CEO, Dian Min Ma, and CFO, Gang Ma signed
certifications for those reports and attested to their accuracy. These were blatant
misrepresentations because Dian Min Ma, Gang Ma, and Jin Tian knew or were reckless in’
not knowing that the bank financing transactions were illegal and that China Ruitai failed to
disclose its obligations to the banks. China Ruitai could not have continued its scheme
without the substantial assistance of the officers. The officers’ fraudulent conduct is
imputable to China Ruitai.

6. During fiscal year 2011, China Ruitai retained the independent
registered public accounting firm of Marcum Bernstein & Pinchuk LLP (“Marcum™), a
New York CPA firm with offices in the PRC. Marcum performed the review procedures
for each of the first three quarters of 2011. In each of these quarters, China Ruitai provided
to Marcum management representation letters signed by Dian Min Ma, Gang Ma, and Jin
Tian. The representation letters included materially misleading statements that: (1)
management had no knowledge of any fraud; (2) all related party transactions had been
properly disclosed; and (3) there had been no violations of laws. These statements were
materially misleading because China Ruitai’s scheme was a violation of PRC laws, and the
description of the related party obligations misrepresented the true nature of the activity.
Because of their management positions as CEO, CFO, and CAO respectively, Dian Min
Ma, Gang Ma, and Jin Tian knew or were reckless in not knowing the true nature of the
transactions and that the financing was obtained fraudulently and illegally. They knew or
were reckless in not knowing that the material misrepresentations would be incorporated
into China Ruitai’s public filings and that the public filings materially misrepresented the
true nature of the transactions. '

7. Marcum also performed audit procedures for fiscal year end in
preparation for filing of China Ruitai’s Form 10-K. As part of these audit procedures,
Marcum performed substantive and analytical procedures on the related party balances
between Taian Ruitai and Shandong Ruitai. Marcum made repeated inquiries regarding the
related party balances from employees of China Ruitai, but the employees were
uncooperative. Despite the lack of cooperation, Marcum identified at least $66.7 million in
potentially fake purchase orders. When confronted with this information, Gang Ma
admitted that the purchase orders and corresponding invoices between Shandong Ruitai
and Taian Ruitai were fictitious.

8.  Asaresult of its discovery, Marcum demanded that China Ruitai
obtain a legal opinion regarding the legality of the above-described conduct in relation to
PRC law. China Ruitai obtained a legal opinion, dated April 12, 2012, which concluded



that the conduct violated Article 10 of the Negotiable Instruments Law. Marcum obtained
a separate legal opinion, which came to the same conclusion.

9. As a result of its discovery and the legal opinions it obtained,
Marcum reported the matter to China Ruitai’s Board of Directors on May 21, 2012,
pursuant to Section 10A(b)(1) of the Exchange Act, which requires the auditor to inform
management that it has information indicating an illegal act has or may have occurred.
Dian Min Ma, Gang Ma, and Jin Tian all received the letter. China Ruitai failed to take
any remedial action in response to the letter.

10. On July 25, 2012, Marcum issued a notice to China Ruitai, pursuant
to Section 10A(b)(2) of the Exchange Act, indicating an illegal act had cccurred and that
failure of the company to take remedial action would warrant resignation of Marcum as the
independent registered public accountants of China Ruitai. Furthermore, the notice
informed China Ruitai that China Ruitai was required to notify the Commission no later
than one business day after it received Marcum’s report, pursuant to Section 10A(b)(3) of
the Exchange Act.

11.  China Ruitai failed to report the matter to the Commission.
Therefore, on July 27, 2012, Marcum issued a letter pursuant to Section 10A(b)(3) of the
Exchange Act to both China Ruitai and the Commission. That letter provided notice to
company management that Marcum was resigning from the audit engagement, effective
immediately. The July 27, 2012 notice also informed China Ruitai that Marcum no longer
wished to be associated with the Forms 10-Q for the periods ended March 31, 2011, June
30, 2011, and September 30, 2011. The letter further requested that the company file a
Form 8-K disclosing to the SEC and users of the quarterly reports that Marcum should no
longer be associated with the quarterly reports, and that such financial statements were “not
reviewed.”

12.  To this date, China Ruitai has not complied with its obligation to
report the matter to the Commission pursuant to Section 10A(b)(3) of the Exchange Act.
China Ruitai failed to respond to Marcum’s requests and cut off contact with Marcum. In
addition, China Ruitai did not file a Form 8-K to announce the resignation of its auditor, as
~ required by Section 13(a) of the Exchange Act and Item 4.01 to Form 8-K

, 13. Since Marcum resigned as China Ruitai’s auditor, China Ruitai has
failed to file its required periodic reports. China Ruitai’s last filing was a Form NT 10-K,
filed on March 30, 2012. China Ruitai’s last periodic report filed with the Commission was
for the period ending September 30, 2011 and was filed on November 14, 2011. Asa
result, China Ruitai is delinquent with at least its 2011 and 2012 Forms 10-K, as well as
Forms 10-Q for 2012 and 2013.

D. VIOLATIONS

1. As a result of the conduct described above, China Ruitai and Dian
Min Ma violated, and Gang Ma willfully violated, Section 10(b) of the Exchange Act and



Rule 10b-5 thereunder, which prohibit fraudulent conduct in connection with the purchase
or sale of securities.

2. As a result of the conduct described above, Jin Tian willfully
violated Section 10(b) of the Exchange Act and Rule 10b-5(a) and (c) thereunder and aided
and abetted and caused China Ruitai’s violations of Section 10(b) of the Exchange Act and
Rule 10b-5(b) thereunder.

3. As a result of the conduct described above, China Ruitai violated
Section 10(b) of the Exchange Act and Rules 10b-5 and 12b-20 thereunder by including
materially false and misleading information in filings that misrepresented the true nature of
obligations to banks and by misrepresenting that the obligations were related party
transactions in its quarterly reports on Forms 10-Q and Form 10-Q/A for the first three
quarters of 2011.

4. As aresult of the conduct described above, China Ruitai violated
Section 13(a) of the Exchange Act and Rules 12b-20, 13a-1, 13a-11, and 13a-13
thereunder, which require that an issuer with securities registered under Section 12 of the
Exchange Act file annual, quarterly, and current reports with the Commission.

5. As a result of the conduct described above, Dian Min Ma caused,
and Gang Ma and Jin Tian willfully aided and abetted and caused China Ruitai’s violations
of Section 13(a) of the Exchange Act and Rules 12b-20, 13a-1, 13a-11, and 13a-13
thereunder,

6. As.a result of the conduct described above, Dian Min Ma violated,
and Gang Ma willfully violated Exchange Act Rule 13a-14, which requires that the
principal executive and principal financial officers of an issuer with securities registered
under Section 12 of the Exchange Act sign a certification that, based on their knowledge,
the annual and quarterly reports filed with the Commission do not contain any untrue
statement of material fact or omit to state a material fact necessary to make the staternents
made, in light of the circumstances under which such statements were made, not
misleading.

7. As a result of the conduct described above, China Ruitai violated
Section 13(b)(2)(A) of the Exchange Act, which requires that an issuer with securities
registered under Section 12 of the Exchange Act make and keep books, records, and
accounts, which, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the issuer.

8. As a result of the conduct described above, Dian Min Ma caused,
and Gang Ma and Jin Tian willfully aided and abetted and caused China Ruitai’s violations
of Section 13(b)(2)(A) of the Exchange Act, and Dian Min Ma violated, and Gang Ma and
Jin Tian willfully violated Exchange Act Rule 13b2-1, which prohibits a person from
directly or indirectly, falsifying or causing to be falsified, any book, record or account
subject to Section 13(b)(2)(A) of the Exchange Act; and Exchange Act Rule 13b2-2(a),



which prohibits an officer or director of an issuer with securities registered under Section
12 of the Exchange Act to make or cause to be made a materially false or misleading
statement to an accountant in connection with the preparation or filing of any document or
report required to be filed with the Commission.

9. As aresult of the conduct described above, China Ruitai violated
Section 10A(b)(3), which requires an issuer with securities registered under Section 12 of
the Exchange Act, to notify the Commission that the issuer has received from its auditor a
report pursuant to Section 10A(b)(2) of the Exchange Act indicating that illegal acts have
been detected within one business day of the receipt of such report.
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In view of the allegations made by the Division of Enforcement, the Commission '
deems it necessary and appropriate in the public interest that public admlmstratxve and
cease-and-desist proceedings be mstltuted to determine:

A. Whether the allegations set forth in Section II hereof are true and, in
connection therewith, to afford Respondents an opportunity to establish any defenses to such
allegations;

B. What, if any, remedial action is appropriate in the public interest against
" Respondents pursuant to Section 21B of the Exchange Act including, but not limited to,
disgorgement, prejudgment interest, and civil penalties pursuant to Section 21B of the
Exchange Act;

C. Whether, pursuant to Section-21C of the Exchange Act, Respondent China
Ruitai should be ordered to cease and desist from committing or causing violations of and
any fiture violations of Sections 10(b), 10A(b)(3), 13(a), and 13(b)(2)(A) of the Exchange
Act and Rules 10b-5, 12b-20, 13a-1, 13a-11, and 13a-13, thereunder.

D. Whether, pursuant to Section 21C of the Exchange Act, Respondent Dian
Min Ma should be ordered to cease and desist from committing or causing violations of and
any future violations of Sections 10(b), 13(a), and 13(b)(2)(A) of the Exchange Act and
Rules 10b-5, 12b-20, 13a-1, 13a-11, 13a-13, 13a-14, 13b2-1, and 13b2-2(a)thereunder.

E. Whether, pursuant to Section 21C of the Exchange Act, Respondent Gang
Ma should be ordered to cease and desist from committing or causing violations of and any
future violations of Sections 10(b), 13(a), and 13(b)(2)(A) of the Exchange Act and Rules
10b-5, 12b-20, 13a-1, 13a-11, 13a-13, 13a-14, 13b2-1, and 13b2-2(a) thereunder.

G. Whether, pursuant to Section 21C of the Exchange Act, Respondent Jin Tian
should be ordered to cease and desist from committing or causing violations of and any
future violations of Sections 10(b), 13(a), and 13(b)(2)(A) of the Exchange Act and Rules
10b-5, 12b-20, 13a-1, 13a-11, 13a-13, 13b2-1, and 13b2-2(a) thereunder.



H. Whether, pursuant to Section 21C(f) of the Exchange Act, Respondents Dian
Min Ma, Gang Ma, and Jin Tian should be prohibited, conditionally or unconditionally, and
permanently or for such period of time as it shall determine, from acting as an officer or
director of any issuer that has a class of securities registered pursuant to Section 12 of the
Exchange Act, or that is required to file reports pursuant to Section 15(d) of the Exchange
Act.

I Whether, pursuant to Section 4C of the Exchange Act and Rule 102(e)(1)(iii)
of the Commission’s Rules of Practice, Respondents Gang Ma and Jin Tian should be
denied, temporarily or permanently, the privilege of appearing or practicing before the
Commission as an accountant.

Iv.

IT IS ORDERED that a public hearing for the purpose of taking evidence on the
questions set forth in Section III hereof shall be convened not earlier than 30 days and not
later than 60 days from service of this Order at a time and place to be fixed, and before an
Administrative Law Judge to be designated by further order as provided by Rule 110 of the
Commission's Rules of Practice, 17 C.F.R. § 201.110.

IT IS FURTHER ORDERED that Respondents shall file an Answer to the
allegations contained in this Order within twenty (20) days after service of this Order, as
provided by Rule 220 of the Commission's Rules of Practice, 17 C.F.R. § 201.220.

If Respondents fail to file the directed answer, or fail to appear at a hearing after
being duly notified, the Respondents may be deemed in default and the proceedings may be
determined against them upon consideration of this Order, the allegations of which may be .
deemed to be true as provided by Rules 155(a), 220(f), 221(f) and 310 of the Commission's
Rules of Practice, 17 C.F.R. §§ 201.155(a), 201.220(f), 201.221(f), and 201.310.

This Order shall be served forthwith upon Respondents personally or by certified
mail or in accordance with the Hague Service Convention.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 300 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice.

In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of this matter,



except as witness or counsel in proceedings held pursuant to notice. Since this proceeding is
not “rule making” within the meaning of Section-551 of the Administrative Procedure Act, it
- is not deemed subject to the provisions of Section 553 delaying the effective date of any
final Commission action. '

By the Commission.

Elizabeth M. Murphy
Secretary

-

By:\Jill . Petérson
Assistant Secretary -
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UNITED STATES OF AMERICA
SECURITIES AND EXCHANGE COMMISSION

ATTESTATION

| HEREBY ATTEST

that:
Attached is copy of Form 10-Q, quarterly report, for the quarter ended
March 31, 2011, received in this Commission on May 16, 2011, under the
name of China Ruitai International Holdings Co., Ltd., File No.000-04494,
pursuant (o the provisions of the Securities Exchange Act of 1934.

Digitally signed by BARBARA VOLPE
BARBARA S
au=Securities and Exchange

Commission, cn=BARBARA VOLPE,

on file in this Commission VO LP E e AN Creas sl - b adrireas
#8217

November 22, 2013 Date: 2013.11.22 12:43:44 -05'00°

SEC 334 (9-12)

Date Barbara J. Volpe, Management and Program Analyst

It is hereby cerlified that the Secretary of the U.S. Securities and
Exchange Commission, Washington, DC, which Commission was
created by the Securities Exchange Act of 1934 (15 U.S.C. 78a et
seq.) is official custodian of the records and files of said Commission,
and all records and files created or established by the Federal Trade
Commission pursuant to the provisions ofthe Securities Act of 1933 and
transferred to this Commission in accordance with Section 210 of the
Securities Exchange Act of 1934, and was such official custodian at the
time of executing the above attestation, and that he/she, and persons
holding the positions of Deputy Secretary, Assistant Director, Records
Officer, Branch Chief of Records Management, and the Program Analyst
for the Records Officer, or anyone of them, are authorized to execute
the above attestation.

For the Commission

Lgptect I Mgl




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C, 20549

FORM 10-Q
QUARTERLY REPORT PURSUANT 10 SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2011
OR
0 TRANSITION REPORT PURSUANT 1O SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the iransition period from o
Commission File Number 000-04494

CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD.

(Exact name of registrant as specified in its chaner)

Delaware m
{State or other jurisdiction of (LR.S. Employer Identification No.)
incorporation or organization)

Wenyang Town, Feicheng City, ShanDong, China 271603
(Address of principal executive offices) (Zip Code)

{B6) 538 3850 703
(Registrant's telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reponts required 1o be filed by Section 13 or 15(d} of the Secunties Bxchange Act of 1934 duning
the preceding 12 months {or for such shorter period that the registrant was required 1o file such reports). and (2) has been subject to such filing requirements for

the past 90 davs YesE  No

Indicate by check mark whether the registram has submitted electromically and posted on its corporate web site, if any. every Interactive Daa File required 1o be
submitted and posted pursuant to Rule 405 of Repulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shoner period that the

registrant was required 10 submit and post such files). Nol Applicable

Indicaie by check mark whether the registrant is a large aceelerated filer. an accclerated Nler, a non-accelerated filer. or a smaller reporting company  Sew

definitions of "larpe accelerated filer,” “accelerated filer” and “smaller reporting company ™ in Rule 12b-2 of the Exchanpe Act

Large accelerated filer O Accelerated filer O Non-accelerated filer O Smaller reporting company (&

(Do not eheck if a smaller reponting
company )

Indicate by check mark whether the registrant 1 a shell company {as defined in Rule 1 2b-2 of the Exchange Act). Yes O No

Indicate the number of shares outstanding of cach of the issuer's classes of common stock, as of the Intest practicable date As of May 12, 2001, there were

outstanding 26,000,000 shares of the registrant’s common stock. par vatue $0.001 per share.
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PART I—FINANCIAL INFORMATION

The statements comained in this quarterly report on Form 10-Q. including nnder the section pitled “Management's Discussion and Analysis of Financial
Condirion and Resulls of Operations ™ and other sections of this quarterly report, include forward-looking statements within the meaning of Section 277 of ihe
Secarities Act of 1933, as umended, and Section 21E of the Securities Exchange Act of 1934, as amended, including, withowt limitazion, statements regarding our
or our management’s expectations, hopes, beliefs. intentions or strutegivs regarding the future. The words “believe,” “may.” “will. " “estimate,” “continue.”
“anticipate, " “intend,” “expect,” “plan” and ximitar expressions may identify forward-looking statements, but the absence of these worids does not mean that o
Statement is not forward-looking. The forward-looking statements comuained in this quarterly report are based on our current expectations and beliefs
concerning future developments and their potential effects on us. There can be no assurance that future developments affecting us will be those that we have
anticiputed. These forward-looking statements involve a number of risks, uncertinties (some of which are beyond our control) or ather assumptions that may
canse actual results or performance 1o be marerially differemt from those expressed or implied by these forward-looking statements. Should one or more of these
risks or uncertaimies materialize, or should any of eur assumptions prove incorrect, actual results may vary in material respects from those projected in these
furward-lovking statements. We undertake no obligation (o update or revise any forward-looking siatemenis, whether as a result of new information, futre
evenis or otherwise, except as may be required under applicable securities laows. Unless the content otherwise requires, all references 1o "we,” “us.” the
“Campany " or “China Ruitai” in this Quarterly Report an Form 10-Q refers to China Ruitai International Holdings Co., Ltd.




ITEM 1. Financial Statements
CHINA RUITA] INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Consolidated Balance Sheets
March 31.2011 December 31, 2010
(Unaudued)
ASSETS
Current Assets:
Cash and cash equivalents $ 13.764.161 S 25.286.619
Restricted cash 15,311,791 10.254.394
Accounts receivable, net 7.835.553 4,896,665
Notes reccivable 2.814.074 2736496
Advances to suppliers, net 2.367.966 1171477
Inventorics 10,758,530 9.468.211
Other receivables, net 898.932 1.023.337
Total current assels 55.751.007 54.837.199
Property and equipment, net 13.813.051 14,014,923
Commercial leasing assets, net 37.092.812 37.079.584
Advance payment for equipment purchase. net 223020 -
l.and use rights, net 5,049,759 5,045 883
$ 111.928.649 S 110,977,589
LIABILITIES AND EQUITY
Current linbilities:
Short-term bank loans 5 42608179 S 42,339,454
Accounts payable 6.742.824 7,691,017
Notes payable 11,567,556 15,124,474
Notes payable- related party 7.914.644 3.024.895
Advances from customers 974372 687.408
Due to related party 1.288.680 2526474
Income tax payable 4.662.831 4.336.457
Other payables 4.026.099 3,872,549
Loan from employees 1.303.551 1.470.138
Total current liabilities 81.088.736 81.072.866
Total Liabilities 81,088,736 81.072.866
Commitments and contingencies
Equity
Sharcholders’ equity:
Common stock {$.001 par value: 50,000,000 shares authorized shares issued and outstanding 26,000,000 as of
March 31, 2011 and December 31, 2010) 26,000 26,000
Additional paid-in capital 2908171 2.908.171
Statutory reserve 1.369.652 1.369.652
Retained carnings 23.779.280 23.043.387
Accumulated other comprehensive income 2,453,880 2.264.049
Total China Ruitai Sharcholders' Equity 30.536.983 29.611.259
Non-controlling interest 302930 293464
Totat Equity 30.839.913 29,904,723
TOTAL LIABILITIES AND EQUITY s 111928649 S 110.977.580

See notes 1o consolidated fingnicial starements,
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CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Consolidated Statements of Income and Comprehensive Income

Sales

Cost of sales (See note below)

Gross margin

Operating expenses:
General and administrative expenses
Selling expenses

Total operating expenses

Income from operations

Other income/{expense)
Interest income
Interest expense
Commercial leasing income
Cost of commercial leasing
Other income/{expense)
Total other income/(expense), net

Income before income tax expense

Income taxes expense

(Unaudited)

Net income before allocation to non-controlling interests

Less: Net income attributable to the non-controlling interest

Net income attributable {o China Ruitai

Comprehensive income

Net Income before allocation to non-controlling interest

Foreign Currency Translation Adjustment

Comprehensive income

Less: Comprehensive income attributable to non-controlling interests
Comprehensive income attributable to China Ruitai

I:arnings per share-Basic and diluted

Weighted average number of common shares outstanding

~Basic and diluled

{Note: The cost of sales includes hot steam purchased from a related party, but the precise amount could not reasonably be determined. see Note 12)

See notes 1o consolidated financial statements.

Three months ended March 31,

2011 2010

$ 9.586.817 $ 10.238.236
6.784.133 6,920,872

2.802.684 3.308.384

721,495 284.252

528529 339.075

1,250,024 643337

1,552,660 2.663.057

87.441 391,180
(739.953) (378.487)

368.783 303.183
(221.462) (214.007)

(6,166) 38,295
(511.357) (39.836)

1041303 2.603,221

297,976 046.302

743,327 1.958.919

7.434 19.389

733.893 1.939.530

743.327 1,958,919

191.863 67.027

935,190 2.025.946

9,466 19.389

s 925,724 § 2.006.557
S 003 S 007
26.000.000 26.000.000




CHINA RUITATINTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES

Caonsolidated Statements of Cash Flows

{Unaudited)
Three months ended March 31,
2011 2010
Cash flows from operating activities:
Net income before allocation to non-controlling interests s 743327 S 1.958.919
Adjustments 1o reconcile net income before non-controlling interests 1o net cash provided by/(used in)
operating activities
Depreciation 612956 364,625
Amortization of land use rights 28,067 27122
Bad debt provision 134.208 {280.793)
Changes in operating assets and liabilities:
Restricted cash (4.977.691) 879,900
Accounts receivable (2.917.333) (3.477.901)
Notes receivable (60,033) (336.011)
Advances to suppliers (1.212.063) 201.892
Inventories (1.226.621) 575753
Other receivables 104,922 (284.794)
Accounts payable (Y94.087) 770,749
Notes payable. 13.642.213) {1.613,150)
Other payables 128.592 1.191.228
Advances from customers 281.773 491,841
income taxes payable 297.976 281,188
Net cash (usc in)/provided by operating activities (12,698,220) 730,568
Cash flows from investing activities:
Advanced payment 1o purchase equipment (285451 -
Purchase of property and cquipment (101.520) {609.265)
Net cash used in investing activities (386.971) - (609.263)
Cash flows from financing activities:
Proceeds from bank loans 10.158.740 6.003 851
Repayment of hank loans (10.138.740) (7910301
Praceeds from loan from a related party 4.856.285 -
Repayment in loan from a related party (1.250,137) (347,609
Repayment in loan from emplovee (175.403) (1183513
Net cash provided by/(used in) financing activities 3.430.725 (2,372.572)
Effect of foreign exchange rate fluctuation on cash and cash cquivalents 132.008 29.931
Net decrease in cash and cash equivalents {9,522.458) (2.221.338)
Cash and cash equivalents- beginning of period 23.286.619 10.174,528
Cash and cash equivalents-end of period ) 15.764.161 S 7.933.190
Supplementary disclosure of cash flow information:
Cash paid for interest expense s 739953 § 578487
Cash paid for income tax S - 3 365,239

See notes to consolidated financial statements




CHINA RUITAL INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements

1. ORGANIZATION AND DESCRIPTION OF BUSINESS

China Ruitai International Holdings Co., Lid. ("China Ruitai” or the “Company ™) was initially organized under the laws of the State of Delaware on November
15, 1955 as Inland Mineral Resources Corp. The Company subsequently changed its name to Parker-Levin Corporation, and in 1997 changed its name to
Commercial Property Corporation. 1n 2006, the Company changed its name to Shandong Ruitai Chemical Co., Lid. On March [2, 2007, the Company changed
its name to China Ruitai International Holdings Co.. Ltd. Since February 26, 2007, the Company’s fiscal year end is December 31,

On August 29, 2007, the Company entered into a Share Exchange Agreement with Pacific Capital Group Co., Lid., (“Pacific Capital Group™). a corporation
incorporated under the laws of the Republic of Vanuatu. and the Sharcholders of Pacific Capital Group (the “Shareholders™). Pursuant to the Share Exchange
Agreement, the Shareholders agreed to transfer all of the issued and outstanding shares of common stock in Pacific Capital Group to the Company in exchange
for the issuance of an apgregate of 22,645,348 shares of the Company's common stock, thereby causing Pacific Capital Group to become & wholly-owned
subsidiary of the Company and TaiAn RuiTai Cellulose Co.. Lid. (~TaiAn Ruitai™), Pacific Capital Group’s majority-awned operating subsidiary. a Chinese
limited liability company. 10 become a mayority owned subsidiary of the Company. The parties closed the share exchange contemplated by the Share Exchange
Agreement on November 8, 2007,

Pacific Capital Group was incorporated on November 23, 2006 under the laws of the Republic of Vanuatu as a holding company, for the purposes of seeking and
consummating a merger or acquisition with a business entity. On April 26, 2007, following the approval by the relevant governmental authorities in the People’s
Republic of China {the “PRC™), Pacific Capital Group acquired a 99°5 ownership interest in TaiAn Ruitai, which was formed in the PRC on November 10, 1999
with registered capital of $2.391,840. As a result of the transaction, TaiAn Ruitai became a 9926 majority-owned subsidiary of Pacific Capital Group

TaiAn Ruitai is the only one of these affiliated companies that is engaged in business operations. China RuiTai and Pacific Capital Group are holding companies.
whose business is to hold an equity ‘ownership interest in TaiAn Ruitai. TaiAn Ruitai is engaged in the production, sales, and exportation of deeply processed
chemicals, with o primary focus on non-ionic cellulose ether products. TaiAn Ruitai’s assets exist solely in the PRC, and its revenues are derived from its
operations therein.

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

The accompanying unaudited consolidated financial stalements of the Company have been prepared in accordance with accounting principles generally acceped
in the United States of America ("GAAP™) and include the financial statements of the Company and its subsidiaries. All significant intercompany transactions
and balances have been eliminated on consolidation

In addition, the Company’s unaudited consolidated linancial statements have been prepared on a going-concern basis which contemplates the realization of
assets and liquidation of labilities in the normal course of business. As of March 31, 2011 and December 31, 2010, the Company had significant negative
working capital, which raises substantial doubt about the Company's ability to continue as a going concern, The ability of the Company to continue as a gang
concer is dependent on the Company obtaining necessary financing or achieving a consistently profitable level of operations. 1 the Company 1s unabie to obtain
adequate capital, it could be forced to ccase operations,

In order to continue as a going concern, the Company will need, among other things, additional capital resources. Management’s plan is to obtain such resources
for the Company by abtaining capital from management and significant shareholders sufficient 1o meet its minimal operating expenses and sceking equity and/or
debt financing. However management cannot provide any assurances that the Company will be successful in accomplishing any of its plans

(v




CHINA RUITA] INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements

The accompanying financial statements do not include any adjustments that might be necessary if the Company is unable 10 continue as a going concern,

The accompanying unaudited consolidated financial statements as of March 31. 201 1. and for the three months ended March 31. 2011 and 2010 have been
prepared in accordance with GAAP for interim financial information and with the instructions to Form 10-Q and Rule 8-03 of Regulation $-X apphcable 10
smaller reporting companies. In the opinion of management. all adjustiments necessary for a fair statement of the results for the interim periods have been made,
and all adjustments are of a normal recurring nature {or a description of the nature and amount of any adjustments other than normal recurring adjustments). The
unaudited consolidated interim financial statements should be read in conjunction with the Company’s audited consolidated financial statements and notes thereto
for the year ended December 31, 2010 that are included in the Company s 2610 Annual Report on 10-K filed with the Securities and Exchange Commission.

Principle of conselidation

The consolidated financial statements include China Rusai, Pacific Caputal Group and TaiAn RuiTai. All inter-company transactions and balances have been
climinated in consolidation.

Non-controlling interest represents the ownership mierests in the subsidiary that are held by owners other than the parent. In December 2007. the Financial
Account Standards Bourd ("FASB™) issued “Non-controlling Interests in Consolidated Financial Statements — an amendment of ARB No. 517, ASC Topic 810-
10. ASC 810-10 requires that the non-controlling interest is reported in the consolidated statement of financial position within equity, separately from the
parent’s equity and that net income or loss and comprehensive income or loss are attributed 1o the parent and the non-controlling interest. If lasses auributable 10
the parent and the non-controlling interest in a subsidiary exceed their interests in the subsidiary's equity, the excess, and any further losses attributable 10 the
parent and the non-controlling interest, is attributed 10 those interests.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
amounts reporied and disclosed in the financial statements and the accompanying notes. Actual resulis could differ materially from these estimates, Management
evaluates the estimates on an ongoing basis, including those related to accounts receivable and usefut lives of property and equipment, fair values of warrant to
purchase our common stock, and income taxes. We base our estimates on historical experience and on various other assumptions that are believed to be
reasonable, the results of which form the basis for making judgments about the carrying values of assets and liabilities.

Accounts Receivable

Accounts receivable represent amounts earned and are collectible from customers. Accounts receivable are stated at the amount the Company expecis to

collect. The Company maintains allowances for doubtful accounts for estimated losses resulting from the inability of its customers to make the required
payments and uses the specific identification method to record such allowances. Management of the Company considers the following factors when detenmining
the collectability of accounts receivable: a customer’s credit-worthiness, past collection history, and changes in a customer’s payment terms. Allowance for
doubtful accounts is made based on any specifically identified accounts receivable that may become uncollectible.

Inventory

{nventories are stated at the lower of cost or market value. Actual cost is used 1o value raw materials and supplies. Finished goods and work-in-progress are
valued using the weighted-average-cost method. Elements of costs in {inished good and work-in-progress include raw materials, direet tabor, and manufacturing
overhead. Provision for diminution in value on inventories is made using specific identification method.




CHINA RUITAL INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements

Revenue Recognition

The Company recognizes revenue when the earnings process is complete. This gencrally occurs when products are shipped to unaffiliated customers or picked
up by unaffiliated customers in the Company s warehouse, title and risk of loss have been transferred. collectability is reasonably assured and pricing is fixed or
determinable. The corresponding freight-out and handling costs are included in the selling expenses.

The Company does not provide an unconditional right of return, price protection or any other concessions to its customers  Sales returns and other atlowanees
have been immaterial in our operation.

Commercial leasing income is recognized ratably over the period ol the commercial leasing asset rent contract. The commercal leasing asset is Taishan
Building, which is located in Betjing and is entirely rented to Beijing Shengmei Hotel Management Company.

Impairment of long-lived assets

In accordance with Impairment or Disposal of Long-Lived Assets Subsections of ASC Subtopic 360-10, Property. Plant. and Equipment - Overall, long-lived
assets, such as property, plant and equipment, and purchased intangible asset subject to amortization, are reviewed for impairment whengver events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. 1T circumstances require a fong-lived asset or asset group be tested for
possible impairment. the Company first compares undiscounted cash flows expected to be generated by that assel or asset group 1o its carrying value. If the
carrying value of the long-lived asset or asset group is not recoverable on an undiscounted cash flow basis. impairment is recognized to the extent that the
carrying value exceeds its fair value. Fair value is determined through vanous valuation techniques including discounted cash flow maodels, quoted market values
and third-party independent appraisals, as considered necessary. No impairment of long-lived assets was recognized for the three months ended March 31,2011
and 2010.

3. ACCOUNTS RECEIVABLE, NET

Accounts receivable are recognized and carried at original sales amounts less an allowance for uncollectible accounts, as needed. Accounts receivable as off
March 31, 2011 and December 31, 2010 were:

March 31, 2011 December 31. 2010
{Unaudited)

Accounts receivable S 9322449 S 6.356.204
Less: Allowance for doubtful accounts (1.486.896) (1,459.539)
S 7.835.553 S $.896.6635
Allowance for doubtful accounts movement for the three months ended March 31, 2011:
December 31, Write- March 31.
2010 Provision Reverse off’ 2011
Allowance for doubtful accounts S (1.459539) S (203.998) S 176,641 S - S (1.486.896)

4. NOTES RECEIVABLE

Notes reccivable of $2,814,074 as of March 31, 2011 and $2,736.496 as of December 31, 2010 represents bank acceptance notes the Company recetved from
customers for sales of products. The notes have a maturity of 3 10 6 months, and are accepted by banks.




CHINA RUITAL INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Notes te Unaudited Consolidated Financial Statements

5. OTHER RECEIVABLES, NET
Other receivables are recognized and carried at original amounts less an altowance for uncoliectible sccounts. as needed. Other receivables as of March 31, 2011

and December 31, 2010 were:
March 31, 2011 December 31, 2010

(Unaudited)

Other receivables S 2015065 S 2106923
Less: Allowance for doubtful accounts (3.116.133) {1.083.586}

S 898932 $ 1.023.337
Most of the balances were petty cash to salesmen and outside agents for business development.
Allowance for doubtful accounts movermient for the three months ended March 31, 2011 was:

December 31, Write- March 31,
2010 Provision Reverse ofl 2011

Allowance for doubtful accounts S (1.083.586) $ (206,651 S 174,104 S - S (L116.133)

6. ADVANCES PAYMENT, NET

Advances payment are recognized and carried at original amounts less an allowance for uncollectible accounts, as needed. Advances payment as of March 31,
2011 and December 31, 2010 were:

{1y Shortterm

March 31. 2011 December 31. 2010
(Unaudited)

Advances payment to suppliers N 6016070 $ 4.770.170
L.ess: Allowance for doubtful accounts (3.648.104) (3.398.693)
S 2.367.966 $ 1171477
Allowance for doubtlul accounts movement for the three months ended March 31, 2011 was:
December 31, Write- March 31,
2010 Provision Reverse off 2041
Allowance for doubtful accounts S (3.598.693) S {237961) S 188530 S - S {3.648.104)

{2) Longterm

March 31. 2011 December 31, 2010
(Unaudited)

Advances payment for equipment purchase S 1372190 § 1.079.052
Less: Allowance for doubtful accounts (1,150.170) (1.079.052)
N 222020 S -
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Allowance for doubtful accounts movement for the three months ended March 31. 2011 was:

December 31, Write- Muarch 31,
2010 Provision Reverse off 2011
Allowance for doubtful accounts S (1.079.052) § (71,118} § - S - S {L150.170)

7. INVENTORIES

Inventories as of March 31, 2011 and December 31, 2010 consisted of the following:

March 31, December 31,
2011 2010
(Unaudited)
Raw materials S 3499806 §  3.791.070
Work in progress 1,378,437 977,302
Finished goods 5.680.287 4.699.839

S 10758330 S 9468211

8. PROPERTY AND EQUIPMENT, NET

Property and equipment as of March 31. 2011 and December 31, 2010 consisted of the following:

March 31, December 31,
2011 2010
(Unaudied)
Buildings s 9213109 8 9,109,630
Machinery and equipment 11.685.047 11,565,294
Office equipment and fumiture 95715 85.364
Motor vehicles 560,703 357.167
' 21.554574 21317435
Less: Accumulated depreciation (7,744.232) {7.305.224)
13.810.342 14.012.231
Construction in progress 2,709 2.692

S 13.813.051 S 14.014.923

The depreciation expenses were $391,493 and $350.618 for the three months ended March 31,2011 and 2010 respectively
9. LAND USE RIGHTS, NET

Land use rights as of March 31, 2011 and December 31, 2010 consist of the following:

March 31, 2011 December 31,2010
(Unaudited)

Land use right N 5.629.888 S 5.594.381
Less: Accumulated amorntization (580.129) {348.498)
S 5,039,759 § 5.045.883
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Amortization expenses were $28,067 and $27.122 for the three months ended March 31, 2011 and 2010, respectively.
10, COMMERCIAL LLEASING ASSETS, NET

On December 31, 2009, Shandong Ruitai Chemicals Co.. L. (“Shandong Ruitai™). a related party, and TaiAn Ruitai. entered into a Set-Off Agreement to setile
the outstanding balance Shandong Ruitai owed to TaiAn Ruitai. Pursuant to the terms of the Set-Off Agreement, TaiAn Ruitai agreed 1o permit Shandong Ruita
to repay a total of $31.745,649 by transferring 100% of Shandong Ruitai’s ownership mterest in real estate property located in Betjing. Chma. commonly known
as Taishan Building, or Building No. 36, Xibahe Dongli. Chaoyang Distric1. Beijing, China (“Taishan Building” or the “Property ™). In conjunction with the Set-
Off Agreement, the partics engaged an appraisal fim certified by the local government to perform an independent appraisal of the Property. The firm appraised
the fair market value of the Propenty as of December 31, 2009 to be $36.710.934.

Taishan Building is a residential building with 47 apartments and is entirely rented to Beijing Shengmei Hotel Management Company. operated as a budget
hotel, for a period ending March 31, 2028, The Company treats the Taishan Building as commercial leasing assets and provides depreciation over 43 vears.

Commercial lease assets as of March 31, 2011 and December 31, 2010 consisted of the following:

March 31,2011 December 31, 2010

{Unaudited)
Buildings S 38203376 3% 37.940.68%
Less: Accumulated depreciation . (1.110.364) (861.104)
S 37092812 § 37.079.584

The depreciation expenses were $221.463 and $214.007 for the three months ended March 31, 2011 and 2010, respectively.

1o
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Notes to Unaudited Consolidated Financial Statements

il. SHORT-TERM BANK LOANS
Short-ierm bank loans as of March 31. 2011 and December 31. 2010 consisted of the following:

March 31, 3011 December 31, 2010

tunaudited)
Loan from Feicheng Rural Credit Union with interest rate of 5.31%. guaranieed by Shandong Juyuan Mining Group Co
Lid. & Mr. Lu Xingfu. Matured on January 19. 2011 S - S 1133510
L.oan from Feicheng Rural Credit Union with interest rate of 5.3 1%. guaranieed b) Shandong Juyuan Mining Group Co.
Ltd. & Mr. Lu Xingfu. Matured on January 19, 2011 - £.255,331
Loan from Feicheng Rural Credit Union with interest rate of 5.31%, guaranteed by Shandong Juyuan Mining Group Co.
Ltd. & Mr. Lu Xingfu. Matured on January 18, 2011 - 1.512.447
Loan from Bank of China Taian Branch with interest rate of 3 31%, guaranteed by Feicheng Acid Chemicals Co. Ltd.
Maturing on May 28, 2011 - 1.058.713
Loan from Bank of China Taian Branch with interest rate of 3 31%. guaranteed by Feicheng Acid Chemicals Co. Lid.
Maturing on May 1. 2011, - 1.361,203
Loan from Bank of China Taian Branch with interest rate of 5§ 31%, guaranteed by Feicheng Acid Chemicals Co. Lid.
Maturing on April 14, 2011. - 1512447
Loan from Bank of China Taian Branch with interest rate of 5.31%, guaranteed by Feicheng Acid Chemicals Co. Ltd.
Matured on March 9, 2011, - 2268671
Loan from Bank of China Taian Branch with interest rate of '5.31%. guaranteed by Feicheng Acid Chemicals Co. Ltd.
maturing on Oclober 14,2011, 1,522,047 1.512447
Loan from Bank of China Taian Branch with interest rate of 3.31%, guaranteed by Fricheng Acid Chemicals Co. Ltd.
maturing on September 18, 2011 1.978.661 1,966,182
Loan from Agriculiural Bank of China Wenyang Branch with interest rate of 6.06%, guaranteed by Feicheng Golden
Dragon Co., Lid., Maturing on May 16, 2011, 3.044.093 3.024.893
Loan from Agricultural Bank of China Wenyang Branch with interest rate of 6.67%, guaranteed by Feicheng Golden
Dragon Co., Lid.. Maturing on October 19, 2011 1,522,047 1.512.448
Loan from Agricultural Bank of China Wenyang Branch with interest rate of 0%, guarantced by Feicheng Golden Dragon
Co.. Lid., Maturing on December 28, 2011, 608.819 604,979
Loan from Shanghai Pudong Development Bank Jiman Branch with interest rate of 6.06%, guaranteed by Feicheng Acid
Chemicals Co. Ltd., Maturing on September 2, 2011 6.088.187 6.049.790
Loan from Citic Bank Qingdao Branch with interest rale of 6.07%. guaranieed by Mr. Lu Xingfu.. Maturing on
September 28, 2011, 3,044,093 3.024.8%
L.oan from Weihai Commercial Bank with interest rate of 6 06%. guaranteed by Shandong RunYin Biological Co., fad |
Maturing on June 8. 2011 3.044.093 3.024.89
Loan from Shenzhen Development Bank Jinan Branch with interest rate of 6 06%, puaranteed by Shangdong Ruitai )
Cellulose Co., Lid., Maturing on November 26, 2011 4,566,141 4.537.342
Loan from Qingdao Bank Jinan Branch with interest rate of 6 67%. guaranteed by F uuhnng Acid Chemicals Co. Lid.,
Maturing on August 27, 201 1. 4.366.141 4.337.342
Loan from Feicheng Rural Credit Union with interest rate of 5.31%. guaranteed by Shandong Juyuan Mining Group Co
Lid. & Mr. Lu Xingfu. Maturing on May 17, 2011 913.228 907.468
Loan from Feicheng Rural Credit Union with interest rate of 6.67%, guaranteed by Shandeng Juyuan Mining Group Co.
L1d. & Mr. Lu Xingfu. Maturing on June 18, 2011 1,522,047 1512447
Loan from Feicheng Rural Credit Union with interest rate of 6.06%, guaranteed by Shandong Juyuan Mining Group Co
Lid. & Mr. Lu Xingfu. Maturing on January 21, 2012 1,162,844 -
Loan from Feicheng Rural Credit Union with interest rate of 6.06%, guaranteed by Shandong Juvuan Mmmg Group Co
Lid. & Mr. Lu Xingfu. Maturing on January 21, 2012 1.263.299 B
Loan from Bank of China Taian Branch with interest rate of 6.06%., guaranteed by Feicheng Acid Chemicals Co. Lid. )
Maturing on February 15, 2012, 4.870.550 -

Loan from Bank of China Taian Branch with interest rate of 6.006%. guarunieed by Shangdong Acid Chemicals Co. Lid.



Maturing on February 16, 2012. 1.369.842 -

Loan from Feicheng Rural Credit Union with interest rate of 7.27%, guaranteed by Shandeng Juyuan Mining Group Co.
Ltd. & Mr. Lu Xingfu. Maturing on January 29, 2011, 1,522,047 -

S 420608179 S 42339454
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The interest expenses for the bank loans were $627.166 and $387.503 for the three months ended March 31, 2011 and 2010, respectively. The weighted average
interest rates for bank loans were 5.97% and 5.62% for three months ended March 31, 2011 and 2010, respectively. The Company paid off all matured shon-
term bank Joans as of March 31, 2011,

12. RELATED PARTY BALANCE TRANSACTIONS AND BALANCES

Purchase

The Company purchases hot sicam from Shandong Ruita, which is owned by Mr. Xinglu Lu. the President of the Company, and Mr. Dian Min Ma. the CEO of
the Company. The Company purchased hot steam aggregating $735.484 and $1.158.975 from Shandong Ruitai for the three months ended March 31,2011 and
2010, respectively. The cost of sales includes steam purchused from a related panty but the precise amount could not reasonably be determined.

Land use right transaction

On October 25,2006, the Company purchased the use right of a picce of land. approximately 36 acres, located in Wenyang County, Shandong Province, from
Shandong Ruitai, for the original cost of $3.920.264. The local government approved the transaction and certified that the purchase price is at the fair market
value. The consideration has been paid 1o the seller, and the title transfer is ongoing. Management belicves the transaction is on terms no less favorable to the
Company than those reasonably obtainable from third parties. The Company 's headquarters building and a production facility are located on this picce of fand.
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Due to related party

As of March 31, 2011 and December 31, 2010, the Company had balance due to Shandong Ruitai of $1,288.680 and $2,526,474, respectively. The balance
mcl'udled the payable to purchase hot steam and the non-imerest bearing loans for the purpose of financing the Company's operations due to a lack of working
capital.

Notes payable to related party

For the three months ended March 31, 201 1. the Company received loans of $14,002.831 from Shandong Ruitai in the form of issuing notes which are
guaranteed b)’ the Company s banks (see note 13} As of March 31, 2011, the balance of notes payable 1o Shandong Ruitai 1s $7.914.649. The loans were non-
interest bearing for the purpose of financing the Company s operations due to a lack of working capital, and have no fixed terms of repayment

13. NOTES PAYABLE

The Company issues notes to certain suppliers which are puaranteed by the Company s banks in lieu of payment of accounts payable. Terms of these notes
payable vary depending on the negotiations with idividual supplicrs. Typical terms are six months. On the maturity dates, the note holders present these notes

10 the banks to draw cash based on the notes amounts. The Company is subject to a bank fee 07 0.05% on the outstanding notes

The Cpmpany is required to make a restricted security deposit between 50% and 100% of the face amount of the notes in the banks until the notes are settled.
Restricted cash for this purpose amounted 10 $15.311.791 and $10,254,394 as of March 31, 2011 and December 31, 2010, respectively.

i4. OTHER PAYABLES

Other payables as of March 31, 2011 and December 31, 2010 consisted of the following:

March 31, 2011 December 31, 2010

(Unaudited)

Other taxes payable S 1.739.921 S 1458147
Payroli 161.796 149.210
Employee security deposit 26,763 28,638
Loan from third party 62,617 540473
Sales commission payable 1.759.855 1.260.692
Accrued expenses 155,592 317037
Others 119,553 118,332

s 4.026.099 $ 3.872.349

Other taxes payable include VAT payable, real estate tax payable, individual income tax payable and other tax payables. Loans from third parties were non-
interest bearing loans for the purpose of working capital. payable upon Company's discretion.

15. LOAN FROM EMPLOYEES
L.oan {rom employee represents loans from emplovees 1o Binance the Company s operations due to a lack of working capital The Company paid 0.6% interest on
these loans monthly for the period July 1, 2007 through March 31, 2009. Beginning from April 1. 2009, the Company pays 0.3% interest on these Joans monthly

Cash flows from these activities are classified as cash flows from financing activities. Loan from employee was $1,303.551 as of March 31, 2011 and $1.470,138
as of December 31, 2010. The Company paid interest of $22,931 and $22.052 for the three months ended March 31, 2011 and 2010, respectively.
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CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements

16. INCOME TAXES

Thc; tax payables balance of $4,662.831 and $4.336,457 as of March 31, 2011 and December 31, 2010 represents the income tax accrual of TmAn Ruitai. TaiAn
Ruitai is subject to PRC income tax at a rate of 25%.

Income tax expenses were $297.976 and $646.302 for the three months ended March 31, 2011 and 2010, respectively. which represents PRC current income
taxes.

The Company has not recorded tax provision for U S. and Vanuatu tax purposes as they have no assessable profits arising in or derived from the United States or
Vanuatu and intends to permanently reinvest accumulated carnings in the PRC operations.

The Company has a deferred tax asset on net operating losses of approximately $184.280 as of March 31, 2011 and December 31, 2010, respectively. The
uhtimate realization of deferred tax assets depends on the generation of future taxable income during the periods in which those net operating losses are available,
The Company considers projected future taxable income and tax planning strategies in making its assessment. At present. the Company docs not have sufficient
operations in the United States to conclude that it is more-likely-than-not that the Company will be able to realize all of its tax benefits in the near fuwre and
therefore a valuation allowance of $184,280 was established for the full value of the deferred tax asset.

A valuation allowance will be maimained until sufficient positive evidence exists to support the reversal of any portion or all of the valuation allowance. Should
the Company start operations in the United States in future periods with a supportable trend. the valuation allowance will be reversed accordingly.

17. STATUTORY RESERVES

Under PRC law. TaiAn Ruitai is required to provide for centain statutory reserves, namely a general reserve, an enterprise expanston fund and a staff welfare and
bonus fund. The entity is required to allocate at least 10% of s afier tax profits on an individual company basis as determined under PRC GAAP 10 the general
reserve and have the right to discontinue allocations to the general reserve if such reserve has reached 30% of registered capital Appropriations to the enterprise
expansion fund and staff welfare and bonus fund are at the discretion of the Board of Directors of the entity. These reserves can only be used for specific
purposes and arc not transferable 1o the Company n the form of loans. advances, or cash dividends.

Both of the balances of statutory reserves as of March 31, 2011 and December 31, 2010 were $1,369,652, and for the threc months ended March 31,2011 and
2010, the Company did not make appropriation in its statutory reserves since such reserve had reached 50% of registered cupital

18. CONCENTRATIONS AND CREDIT RISKS

At March 31, 2011 and December 31, 2010. the Company had a credit nisk exposure of cash in banks of $15.764.161 and $25.286.619. respecuvely. thatis
uninsured by the government authority. To limit exposure to credit risk relating to deposits, the Company primarily places cash deposits only with large financial
institutions in the PRC with acceptable credit ratings.

The Company s operations are carried out in the PRC. Accordingly. the Company s business, financial condition and results of operations may be influenced by
the political, ecconomic and legal environment in the PRC as well as by the general state of the PRC’s cconomy. The business may be influenced by, among other

things, changes in governmental policies with respect 10 laws and regulations. anti-inflationary measures, currency conversion and remittance abroad, and rates
and methods of taxation.

Major Customers

During the three months ended March 31, 2011 and 2010, the Company’s largest customer accounted for 18% and 10%. respectively, of the Company’s net
revenue. The outstanding account receivable balance for this customer was $102.627 and $191.287 as of March 31. 2011 and December 31, 2010, respectively
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CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements

Major Suppliers

During the threc months ended March 31, 2011 and 2010. the Company s four largest suppliers together accounted for 56% and 51%, respectively. of the
Company’s 1otal purchases. The account payable balances for the Company 's four largest suppliers were $1,527.200 and $1.787.290 as of March 31, 201 land
December 31, 2010, respectively.

19. WARRANT

During March 2008. the Company cngaged a consultant 10 conduct a program of investor relations activities, (or an mutial period of 1welve months ended
February 28, 2009, and continuing on a month-to-month basis thereaficr upon mutual consent. The terms of the agreement are for the consultant (o receive a cash
payment per month plus a warrant to purchase 130,000 shares of the Company’s restricted common stock at a exercise price of $3.05 per share The warrant has
a term of four (4) years and is vested 50% on March |, 2008 and 50% on September 30, 2008, Management valued the warrant at S$1 16 per share using the
Black-Scholes pricing model with assumptions summarized below, for a total of $174,000, which is being amortized over the prospective henclicial period

Grant Date Risk Free
Steck Price Exercise Price Warrant Life Interest Rate Expected Volatility
$2.90 $3.05 4 years ‘ 2.00% 31%

Warrant costs charged to operations as consulting fees were Snil and Smil. for the three month ended March 31, 2011 and 2010, respectively. There were no
warrants that were exercised as of March 31, 2011 and December 31,2010

On May 19, 2008, the Company engaged a consulant as its exclusive mvestment banker and agent for a one-year period ended May 19, 2009, and subject to
cancellation by thinty (30) days written notice by certified mail. As pant of compensation to the consultant, the Company issued the consultant a warrant to
purchase 200,000 shares of the Company s common stock at a price of $4.00 per share. The warrant has a term of five (3) vears and was 1ssued on May 19, 2008
Management valued the warrant at $1.84 per share using the Black-Scholes pricing modet with assumptions summarnized below. for a total of $368.000. which
will be amontized over the prospective beneficial period.

Grant Date Stock Price Exercise Price Warrani Life Risk Free Interest Rate Expected VYolatility
$4.00 $4.00 5 years ' 2.00% 51%

Warrant costs charged to operations as consultant fees for the three month ended March 31, 2011 and 2010 were Snil and Snil. respectively. There were no
warrants that were exercised as of March 31, 2011 and December 31, 2010,

The warrant agreements contained cash settlement and down round protection clauses. Accordingly. the warrants should be accounted for as liability from its
issuance date at its fair value with changes in value included in carnings each reporting period. The Company treated it as equity due to an immaterial difference

26. EARNINGS PER SHARE

Three Months iinded March 31,

2011 2010
Numerator used in basic net income per share: (unaudited) {unaudited)
Net income attributable to China Ruitai Shares 3 735893 S 1939530
Weighted average common shares outstanding 26.000.000 26.000.000
Weighted average common shares outstanding used in computing diluted earnings per ordinary
sharcWeighted average common shares outstanding used in computing diluted carnings per ordinary share 26.000.000 26.000.000
Earnings per common share-hasic and diluted S 003 S 0.07




CHINA RUITAI INTERNATIONAL HOLDINGS CO., L.TD. ANB SUBSIDIARIPS
Notes to Unaudited C lidated Financial Sta

21. COMMITMENTS AND CONTINGENCIES
Governmental control of currency conversion

The PRC government imposes controls on the convertibility of Renminbi into foreign currencies and. in certain cases, the remittance of currency out of the PRC.
The Company receives most of its revenues in Renminbi, which is currently not a freely convertible currency. Shortages in the availability of foreign currency
may restrict the Company s ability to remit sufficient foreign currency to satisfy forcign currency dominated obligations. Under existing PRC t”oreuzn L\chamzc
regulations, pavments of current account items, including profit distributions. interest paymenis and expenditures from the transaction. can be made in fore:zn
currencies without prior approval from the PRC State Admimnistration of Foreign Exchange by complying with certain procedural requirements. However,
approval from appropriate governmental authoritics 1s required where Renminbi is to be converted into foreign currency and rermitted out of China to pay capital
expenses, such as the repayment of bank loans denonitnated in foreign currencies.

The PRC government may also at its discretion restrict access in the future to foreign currencies for current account transactions T the foreipn exchange control
system prevents the Company from obtaining sufficient foreign currency to satisfy its currency demands, the Company may nol be able 1o pay certain of its
expenses as they come due

Guaranteed Bank Loans

The Company has guaranteed cenain Joans for third-party enterprises. which, in wrn, have guaranteed loans for the Company. These guarantees require payment
from the Company in the event of default on payment by the respective deblor and, if the debtor defaults, the Company may be required 10 pay amounts
outstanding under the related agreements in addition to the principal amount guaranteed, including accrued interest and related fees

The Company and these third-party enterprises have been guaranteeing loans for each other in their day-1o-day operations. Both of these enterprises and the
Company are considered good reputation debtors by local banks The banks allow these companies 1o guarantee loans for each other instead of requinng the
loans be secured by collateral. None of the enterprises for which the Company has puaranteed loans has defaulted on any loan repayments. and accordingly. the
Company has not recorded any liabilities or losses on such guarantees.

Bank loans that the Company has guaranteed for third-party enterprises consist of the following as of March 31, 2011:

Bank loans:
Financial institutions Amount Duration Borrower

Agriculture development bank of China

Feicheng branch S 2435275 May 10, 2010 to May 10, 2011 Tapeng Group

Bank of China Feicheng branch 1,430,724 October 21, 2010 to October 8.2011 Shandong Acid Chenucals Lid.. Co
Bank of China Feicheng branch ) £90.000 October 23, 2010 1o October 23, 2011 Feicheng Acid Chemicals Lid., Co
Bank of China Feicheng branch 2.587.480 October 13, 2010 10 September 13,2011 Taipeng Houschold hems L . Co
Bank of China Feicheng branch 1.019.771 Qctober 13. 2010 1o September 13,2011 Taipeng Nonwoven Lid.. Co




CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES

Financial institutions

Amount

Notes to Unaudited Consolidated Financial Statements

Duration

Borrower

Bank of China Feicheng branch

Bank of China Feicheng branch

Bank of China Feicheng branch

Bank of China Feicheng branch

Shenzhen development bank Jinan branch
Shenzhen development bank Jinan branch
Bank of Communication Taian Branch

Agriculture bank of China Feicheng branch

436,614

2748817

2.587.480

2.283.070

1.522.047
3.805.117
3.805.117

3,500,708

October 13, 2010 10 September 13,2011
QOctober 13, 2010 to September 13,2011

November 12, 2010 to November
12,2011

January 20, 2011 to January 20,2012

February 2, 2011 to February 2,2012
May 10, 2010 to May 10, 201!
May 21, 2010 to May 21, 2011

October 27, 2010 1o October 26, 2011

Shandong Acid Chemicals L., Co.

Taipeng New Material Lid., Co

Feicheng Jinlong Textile Lid.. Co.
Shandong Yinbao Food Ltd ., Co.

Shandong RunYin Biological
Chemicals Co.. L1d

Shandong Yinbao Food Lid. Co
Shandony Yinbao Food 1id . Co

Shandong Yinbao Food L. Co

S 29,072,220
Bank acceptable notes:
Financial institutions Amount Duration Borrower
Shenzhen development bank S 4.566.141 August 24, 2010 to August 24, 2011 Taipeng Nonwoven Lid., Co
Industrial bank 6,088,187 March 20,2011 10 September 20, 2011 Feicheng Acid Chemicals Lid., Co.
Shenzhen development bank 3.044.094 QOctober 26. 2010 to October 26, 2011 Shandong Lulong Group Lid . Co.
S 13,698,422

22. SUBSEQUENT EVENTS

Management has considered all events occurring through the date the financial statements have been issued, and has determined that there are no such events that

are material 1o the financial statements, or all such material events have been fully disclosed.
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ITEM 2, MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Resulls of Operations

The following discussion and analysis provides information that we behieve 1s relevant to an assessment and understanding of our results of openutions and
financial condition for the three months ended March 31. 2011, The following discussion should be read in conjunction with the Financial Statements and
related Notes appearing elsewhere in this Form 10-Q.

Results of Operations for the Three Month Period Ended March 31, 2011 C ompared 1o the Three Month Period Ended March 31, 2010
Revenue

Revenue, During the three month period ended March 31, 2011, we had revenucs of $ 9,586,817 as compared to revenues of $10.238.256 during the threé
month period ended March 31, 2010, a decrease of approximately 6.4%. The decrease in revenue was primarily attributable 10 (3) as a result of the increase in
the costs of raw material and labor. management made a decision 1o increase the unit product’s price. As major products. “HPMC™ & "EC™ constitute about 90%
of the total sales. These two products” average unit price increased about RMBI6K per 1on and RMB7K per ton, respectively. and (ii) for the 2010 vear,
management reduced prices to sell some storage products However, this year. as a result of the increase in the costs of raw material and fabor. revenue was
decreased.

Cost of Sales, During the three month period ended March 31, 2011, our cost of sales was $6,784.133 as compared to costs of sales of $6.929.872 for the three
month period ended March 31. 2010, a decrease of approximately 2.1%. This decrease in cost of sales resulted primarily from a decrease in sales

Operating Expenses
Our operating expenses are divided into selling expenses and general and administrative expenses, both of which are discussed below:

Selling Expenses, Selling expenses, which consist of sales commissions, freight charges, travel and other sclling expenses. totaled $528.529 for the three month
period ended March 31, 2011 as compared to $359.073 for the three month period ended March 31, 2010, an increase of approximately 47 2%. This increase
results primarily from: 1) the increase of sales commissions of about $80.692, which is the bonus to a salesperson for the year 2010 and 1s typically awarded in
the first quarter of 201 1: 2) the increase of freight out expense of $91.155, which resulted from the increase in fuel prices, and we covered the freight charges as a
promotion to our new pharmaceutical customers

General and Administrative Expenses. General and adminsirative expenses totaled 721,495 for the three month period ended March 31, 2011 as compared to
$284.252 for the three month period ended March 31,2010, an increase of approximately 133.8%. There were three primary drivers behind this increase. First,
payroll increase due to the bonus awarded to emplayees in the first quarter of 201 Second, in 2010, we had collected some of the accounts receivable winch we
previously perceived as bad debt, but no similar events happened in the first quarier of 2011, leading 10 a $415,001 increase in bad debt expense in the first
quarter of 2011 compared with the first quarter of 2010
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Income from Operations

For the three month period ended March 31, 2011, our income from operations was $1,552,660 as compared 10 income from operations of $2.665.057 for the
three m_omh period ended March 31, 2010. a decrease of approximately 41.7%. This decrease was primarily attributable to a dramatic increase in sclling.
marketing expenses and general and administrative expenses, combined with a decrease in sales.

Commercia) Leasing Income and Cost

For the three month periad ended March 31. 2011, our commercial leasing income was $368.783 as compared 1o $303.183 for the three month period ended
March 31. 2010, an increase of approximately 21 6% The ncrease was duc to the appreciation of RMB. Rental income was from i newly acquired commercial
property in Beijing. On December 31, 2009, we entered into a Set-OfT Agreement with our related party. Shandong Rutai Chemicals Co.. L.td. ("Shandong
Ruitai™). TaiAn, our subsidiary, agreed to permit Shandong Ruitai to satisfy a total of $31,745,649 in debt owed by Shandong Ruitai in exchange for Shandong
Ruitai's transfer of 100% of its ownership interest in real propeny located in Beijing, China, commonly known as Taishan Building, or Building No. 36, Xibahe
Dongli, Chaoyang District, Beijing, China (the “Taishan Building™).

Interest Income

For the three month period ended March 31, 2011, our interest income was $87.441 as compared to $391,180 for the three month peniod ended March 31. 2010,
a decrease of approximately $303.739, or 77.7°%. This decrease resulted primarily from the decrease of our average cash and restricted cush deposit in the bank.

Interest Expense

For the three month period ended March 31, 2011, we incurred interest expense in the amount of $739,953 as compared 10 S378,487 for the three month period
ended March 31, 2010. an increase of approximately 27.9%. The increase in interest expense resulted primarily from the increase of the weighted-average
interest rate for the bank loan from 5.62% at March 31, 2010 to 5.97% at March 31, 2011, as well as the increase of the interest paid for discounted notes
receivable.

Income Tax Expense

Our income tax expense was $297.976 for the three month period ended March 31, 2011 as compared 10 $646,302 for the three month period ended March 31,
2010, a decrease of $348.326, or approximately 53.9%. This decrease is primarily attributable 10 2 decrease in profits before income taxes decreased from
$2,605,221 in the three month period ended March 31, 2010 10 $1.041,303 for the three month period ended March 31, 2011, a decrease of approximately 60%

Net Income attributable to China RuiTai

We had net income attributable to China RuiTai of $735.893 for the three month period ended March 31, 2011 as compared to $1.939.530 for the three month
period ended March 31, 2010, a decrease of $1,203.637, or approximately 62.1%. This decrease is primarily atributable to a decrease in sales revenue and an
increase in selling and marketing expenses and general and administrative expenses net of a decrease in income tax expense.

Liguidity and Capital Resources

The Company anticipaies oblaining additional financing to meet the working capital requirements for its on-going projects and to sustain the business operahions
for the next twelve months. The Company is exposed to certain risks for significant negative working capital as indicated on the bulance sheet. which increases
the concem for management’s ability to fultill the Company 's working capital requirements as well as the ability 1o continue us a going concern. The risk s
mainly the result of a high level of short-term bank borrowings pursuant to which China RuiTai has a proven record of excellent credit history with the local
bank for the past ten years. We do not believe additional debi financing from the bank to fulfill the working capital requirements will be an issue due to the track
record of the Company s credit history and the solid relationship with the local bank. In the event of a default under the bank borrowings, the Company has a
$37.092,812 commercial Jeasing asset, “Taishan Building™, located at Building No. 36, Xibahe Dongli, Chaoyang District. Beijing. which can be sold in the open
markel. As a result. management’s view of our going concern risk is Jow.




Total Current Assets & Total Assets

As of March 31, 2011: (i) our total current assets were $55,751.007 as compared 10 total current assets of' $54 837,199 at December 31. 2010, an increase of
$913.808, or approximately 1.7%: and (ii) our total assets were $111,928.649 as of March 31, 2011 compared to $110,977.589 as of December 31, 2010, an
increase of $951.060, or approximately 0.9% Our total assets increased due to changes that we experienced in cash and cash equivalents, restricted cash,
accounts receivable and advance to supphiers, and alf of which are discussed below.

Cash and Cash Equivalents. As of March 31. 2011, our cash and cash equivalents were $15,764,161 as compared to $25.286.619 a1 December 31, 2010, a
decrease of $9,322.458, or approximately 37.7%. This decrease was primarily attributable to payment 1o the refated pany for outstanding debt, additional
spending on working capital and an additional $5.057.397 cash required to be deposited as restricted in the bank to serve as collateral for increased notes
payable.

Resincted Cash. As of March 31, 2011, our restricted cash was $15,311.791 as compared to $10.254,394 at December 31, 2010, an increase of $5.057.397. or
approximately 49.32%. The Company is required 1o make restricted security deposits between 30% and 100% of the face amount of the notes with the banks
uniif the notes are setiled. This increase was primarily atributable to an overall increase in notes payable.

Accounts Receivable. As of March 31, 201 1, our accounts receivable were 57,835,553 as compared to $4.896,665 at December 31, 2010, an increase of
$2,938,888, or approximately 60.02%. This increase was primarily atributable 1o a better credit policy for our newly targeted pharmaceutical customers.

Advancg to suppliers, As of March 31, 2011, we have an advance 10 suppliers of $2,367,966 as compared 10 $1,171.477 at December 31, 2010. an increase of
$1,196,489, or 102.14%. This increase was primarily attnibutable 10 our prepayments to our suppliers to secure favorable raw material prices.

loventories, As of March 31, 2011, we had inventories of $10.758,530 as compared 10 $9,468.211 as of December 31, 2010, an increase of $1,290.319, or
approximately 13.6%. The incrcase in inventories from 2011 10 2010 was the result of the anticipation of an increase in demand for the second quarter sales.

Total Current Liabilities

As of March 31, 2011, our 101al current liabilities were S81.088.736 as compared 1o $81.072.866 at December 31, 2010. an increase of S15.870, or
approximately 0.02%. This increase was primarily attributable to changes in accounts payable, notes payable. and due to related parties as discussed below.

Accounts Pavable. As of March 31, 2011, our accounts payable was $6,742,824 as compared to $7,691,017 as of December 31, 2010, a decrease of $948,193. or
approximately 12.33%. The decrease in our accounts payable was attributable to different ways of purchasing the raw material

Notes Pavable. As of March 31, 2011, our notes pavable were $11.567.356 as compared to $15,124 474 as of December 31. 2010. a decrease of $3.556.918, or
approximately 23.52%. This decrease was attribwtable to the changes 1n the suppliers” preference of payment method
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Due to related parties. As of March 31, 2011, due to related parties were $1,288.680 as compared to $2,526,474 as of December 31. 2010, a decrease of
$1.237,794, or approximately 48.99%. The decreases in due to related parties were attributable to continued repayment of the money owed to the related parties
to lower interest expense.

Operating Activities

Net cash of $12,698,220 was used by operating activities during the three month period ended March 31, 2011 compared to net cash provided by operating
activities of $730,568 during the three month period ended March 31, 2010, representing a decrease of $13,428,788. The decrease in net cash provided by our
operating activities was primarily attributable to the following five reasons: (i) a 54,977,691 increase in restricted cash for the three month period ended March
31,201 and a § 879,900 decrease in restricled cash for three month period ended March 31, 2010, a net change of $5.857.591. The increase in restricted cash is
in proportion 1o the increase in notes payable, (i) there was a $1,226,621 increase in inventories for the three month period ended March 31,2011 and »
$575.753 decrease in inventories for the three month period ended March 31, 2010, a net change of $1,802,374. The increase of inventories is a result of an
increase in the price of raw materials; (iii) therc was a $1,212,063 increase in advance 10 suppliers for the three month period ended March 31,2011 and a
5$201.892 decrease in advance 10 suppliers for the three month period ended March 31, 2010, a net change of $1,413,955; (iv) there was a $994,087 decrease

in accounts payable for the three month period ended March 31, 2011 and a $770,749 increase in accounts payable for the threc month period ended March 31,
2010, a net change of $1,764,836, and was due 1o our prompt payment 1o our supplier to secure favorable raw material prices in 2011 and (v) there was a
$3.642.213 decrease in the notes payables for the three month period ended March 31, 2011 and a $1,613,150 decrease in notes payables for the three month
period ended March 31, 2010, a net change of $2,029,063, which reflects the Company s flexibility in choosing the payment method to our suppliers which will
be most favorable to the Company.

Investing Activities

During the three month period ended March 31, 2011, the net cash used in investing activities was $386,971 as compared 1o net cash used in investing activitics
fixed assets.

Financing Activities

During the three month period ended March 31, 2011, the net cash provided by financing activitics was $3,430,725 as compared to net cash used in financing

activities of $2,372,572 for the three month period ended March 31, 2010, an increase of $5,803.297. This change in financing activities was primarily
atiributable to the increase in loans from a refated panty.

Off Balance Sheet Arrang ts

As of March 31, 2011, the Company has unconditionally guaranteed certain loans and notes for third-party enterprises in the aggregate amount of approximately
342,770,642, These third-party enterprises. in tum. have guaranteed loans for the Company in the aggregate amount of approximately $23,439.521 as of March
31,2011, The unconditional guarantees made by the Company require payment from the Company in the event of default on payment t';y the respective debtor
and, if the debtor defaults, the Company may be required 1o pay amounts outstanding under the related agreements in addition to the principal amount

guaranteed, including accrued interest and related fees




ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Not Applicable.

iITEM 4. CONTROLS AND PROCEDURES

Disclosure controls and procedures

The Securities and Exchange Commission defines the term “disclosure controls and procedures”™ to mean the company’s controls and other procedures of an
1ssuer that are designed to ensure that information required 10 be disclosed in the reports that it files or submits under the Securities Exchange Act of 1934 1s
recorded, processed, summarized and reported. within the time periods specified in the Securities and Exchange Commission's rules and forms. Disclosure
comtrols and procedures include, without limilation. controls and procedures designed to ensure that information required 1o be disclosed by an issuer in the
reports that it files or submits under the Securities Exchange Act of 1934 is accumulated and communicated to the issuer's management, including its principal
executive and principal financial officers. or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure. The
Company maintains such a system of controls and procedures in an effon to ensure that all information which it is required to disclose in the repons it files under
the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified under the SEC's rules and forms and that
information required to be disclosed is accumulated and communicated 1o principal executive and principal financial officers 10 allow timely decisions regarding
disclosure.

As of the end of the period covered by this report, we carried out an cvaluation, under the supervision and with the panticipation of our chief executive officer
and chief financial officer, of the effectiveness of the design and operation of our disclosure controls and procedures. Based on this evaluation. our chief
executive officer and chief financial officer concluded that our disclosure controls and procedures are designed to provide reasonable assurance of achieving the
objectives of timely alening them 1o material information required 10 be included in our periodic SEC reports and of ensuring that such information is recorded.

processed. summarized and reported with the time periods specified. Our chief executive officer and chief financial officer also concluded that our disclosure
controls and procedures were effective as of the end of the period covered by this report to provide reasonable assurance of the achievement of these objectives

Changes in internal control over financial reporting

There was no change in our internal contro! over financial reporting that occurred during the three months ended March 31, 2011 that has materially affected. or
is reasonably likely 10 materially affect, our internal control over financial reporting. .

PART 11 - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are not a party to any pending legal proceedings. and no such proceedings are known 1o be contemplated. None of our directars, officers or affiliates. and no
owner of record or beneficial owner of more than 5.0% of our securities, or any associate of any such director, officer or security holder is a party adverse to us
or has a material interest adverse to us in reference to pending litigation.

ITEM 1A. RISK FACTORS

Not Applicable.
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iITEM 2.
None.
ITEM 3.
None.
1ITEM 4.
ITEM 5.
None.

ITEM 6.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

DEFAULTS UPON SENIOR SECURITIES

{REMOVED AND RESERVED)

OTHER INFORMATION

EXHIBITS

{a) The following exhibits are filed herewith

Exhibit
Number

Description

311
312
321
322

Certification of Principal Executive Officer pursuant 10 Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Centification of Principal Executive Officer pursuant 1o Section 906 of the Sarbanes-Oxley Act of 2002,
Certification of Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
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SIGNATURES

Pursuant to the requirements of the Securitics Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD.

Date: May 16, 20t1 By: /s/ Dian Min Ma
) Dian Min Ma, Chief Executive Officer
(Principal Executive Officer)

Date: May 16, 2011 By: /s/ Gang Ma
Gang Ma, Chief Financial Officer

{Principal Financial Officer and Chief Accounting Officer)




Exhibit 31.1

CERTIFICATION

1, Dian Min Ma, certify that:

1. 1 have reviewed this Quarterly Report on Form 10-Q of China Ruitai International Holdings Co., Lid.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omil to state a material fact necessary to make the
sisiemenis made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3 Based on my knowledge, the financial statlements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presenied in this report;

L3 The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and imernal control over financial reporting (as defined in Exchange Act Rules 13a-15(0) and 15d-15(f))
for the registrant and have:

{a) Dcsigned such disclosure controls and procedures, or caused such disclosure controls and procedures 1o be designed under our supervision. 1o
ensure that material information relating to the regisirant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

{b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

{c) Evaluated the effectiveness of the regisirant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the ead of the period covered by this report based on such evaluation; and

{d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s mos! recent
fiscal quarier (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected. or is reasonably likely 10
materially affect, the registrant’s internal control over {inancial reporting; and

5. The registrant’s other certifying offices(s) and | have disclosed, based on our most recent evaluation of internal control aver financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

() All significant deficiencies and material weaknesses in the design or operation of internal control over financiul reporting which are reasonably
likely to adversely affect the registrant’s ability 1o record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
controt aver financiul reporting.

Date: May 16,2011 By: /s/ Dian Min Ma

Dian Min Ma, Chief Executive Officer




Exhibit 31.2

CERTIFICATION

1, Gang Ma, cenify that:

1. } huve reviewed this Quarterly Report on Form 10-Q of China Ruitai International Holdings Co., Lid.;

2. Bascd on my knowledge, this report does not contain any untrue statement of a material fuct or omit to state a material fact necessary 1o make the
statemenis made, in light of the circumstances under which such statements were made, not misleading with respect 10 the period covered by this report;

3. Based on my knowledge, the finuncial statements, and other financial information included in this report, fairly present in all material respecis the
financial condition, results of aperations and cash flows of the registrant as of, and for, the periods presented in this report:

4. The registrant’s other cenifying officer{s) and | are responsible for establishing #nd maintuining disclosure controls und procedures (as defined in
Exchange Act Rules 132-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13u-15(f) and 15d-15(f))
for the registrant and have:

{a) Designed such disclosure controls and procedures, or caused such disclosure contrals and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

{b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, 1o provide reasonuble assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; und

) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter {the registrant’s fourth {iscal quarter in the case of an annual report) that has materially affected, or is reasonably fikely to
materially affect. the registrant’s internal control over {inancial reporting; and

5. The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent evaluation of internal control over financial seporting, to the
registrant’s auditors and the audit commitice of the registrant’s bourd of directors (or persons performing the equivalent. functions):

{2) Al significant deficiencies and material weaknesses in the design or operation of internal controf over financial reporting which are reasonably
likely 1o adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
contro! over financial reporting.

Dute: May 16, 2011 By: /s/ Gang Ma

Gang Ma, Chicf Financial Officer




Exhibit 32.1
CERTIFICATION

The undersigned officer of China Ruitai International Holdings Co., Lid. (the “Company™) hereby centifics that. to lis knowledge, the Company’s Quanterly
Report on Form 10-Q to which this centification is attached (the “Report™), as filed with the Sccurities and Exchange Commission on the date hereof, fully
complies with the requirements of Section 13(a) or 15(d), us applicable, of the Securities Exchange Act of 1934, as amended (the “Exchange Act”™). and that the
information contained in the Report fairly presents, in al} material respects, the financial condition and results of operations of the Company.

Dale: May 16, 2011 By: /sf Dian Min Ma
’ Dian Min Ma, Chief Executive Officer




Exhibit 32.2
CERTIFICATION

The undersigned officer of China Ruitai Intemational Holdings Co., Ltd. (the “Company™) hereby certifies that, to his knowledge. the Company's Quarterly
Report on Form 10-Q 10 which this centification is attached (the “Report™), as filed with the Securitics and Exchange Commission on the date hereof, fully
complies with 1he requirements of Section 13(a) or 15(d), as applicable, of the Sccuritics Exchange Act of 1934, as amended (the “Exchange Act™), and that the
information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 16,2011 By: /s/ Gang Ma
Gang Ma, Chief Financial Officer
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UNITED STATES OF AMERICA
SECURITIES AND EXCHANGE COMMISSION

ATTESTATION

| HEREBY ATTEST

that:
Attached is copy of Form 10-Q, quarterly report, for the quarter ended
June 30, 2011, received in this Commission on August 15, 2011, under the
name of China Ruitai Iniernarional Holdings Co., Lid., File No.000-04494,
pursuant 1o the provisions of the Securities Exchange Act of 1934.

Digitally signed by BARBARA VOLPE
BA R BA RA DN: c=US, o=U.5. Government,
ou=Securities and Exchange

Commission, cn=BARBARA VIOLPE,

on file in this Commission AN (S 106+ A00N
02882173

November 22, 2013 Date: 2013.11.22 12:45:50 -05'00'

SEC 334 (9-12)

Date Barbara J. Volpe, Management and Program Analyst

It is hereby certified that the Secretary of the U.S. Securities and
Exchange Commission, Washington, DC, which Commission was
created by the Securities Exchange Act of 1934 (15 U.S.C. 78a et
seq.) is official custodian of the records and files of said Commission,
and all records and files created or established by the Federal Trade
Commission pursuant to the provisions of the Securities Act of 1933 and
transferred to this Commission in accordance with Section 210 of the
Securities Exchange Act of 1934, and was such official custodian at the
time of executing the above attestation, and that he/she, and persons
holding the positions of Deputy Secretary, Assistant Director, Records
Officer, Branch Chief of Records Management, and the Program Analyst
for the Records Officer, or anyone of them, are authorized to execute
the above attestation.

For the Commission

14 Secretary = v




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washinglon, D.C, 20549
FORM 10-Q
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2011
OR
o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number 000-04494

CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD.

(Exact pame of registrant as specified in its charter)

Delaware m
(State or other jurisdiction of (L.R.S. Employer Idenutfication No.)

incorporation or organizition)

Wenyang Town, Feicheng City, ShanDong, China 271603
(Address of principal cxecutive offices) ; {Zip Code)

{86) 338 3850 703
{Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed alf reports required 10 be filed by Section 13 or 15(d) of the Sccurities Exchanpe Act of 1934 during
the preceding 12 months {or for such shorier period that the regisirant was required 1o file such reporis), and (2) has been subject to such filing requirements for
the past 90 days. Yes B No O

Indicare by check murk whether the registrant has submined electronically and posted on its corporate web site, if any, every Imeractive Data File required 1o be
submitted and posted pursuant to Rule 4615 of Reguliion 5-T (§232.405 of this chapier) during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files). Yes O No O

Indicate by check mark whether the regisirant is a large scecleraed filer, an accelerated filer, a non-uccelerated filer, or o smaller reporting company. See
definiuons of “large accelerated filer.” “accelermed fler” and “smaller reporting company™ in Rule 12b-2 of the Exchange Act:

Large accelerated filer O Accelerated filer O Non-accelerated filer O Smaller reporting company B
; (Do not check if a smaller
reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 13b-2 of the Exchange Act). Yes O No 3

Indicate the number of shares outstanding of each of the issuer's classes of commen stock, as of the latest praciicable date: As of August 12, 2011, there were
duistanding 26,000.000 shares of the registrant’s common stock, par value S0.4] per share.
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PART |—FINANCIAL INFORMATION

The statements comtained in this guarterly report on Form 10-Q. inclnding under the section titled “Monagement’s Discussion and Analysis of Financial
Condition and Results of Operations ™ and other sections of this guarterly report, include furward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Sccurities Exchange Act of 1934, as amended, including, withouwt limitation, swtements regarding our
or our management s expeciations, hapes, beliefs, intentions or strategies regarding the future. The words “believe,” “may,” “will, " “estimare,” “cominue,”
“anticipate.” “intend,"” “expect,” “plan" and similur expressions may identify forward-looking stat ws, but the absence of these words does not mean that a
staiement is not forward-looking. The forward-louking statements contained in this quarterly report are based on our current expectutions and beliefs
concerning futnre developments and their potential effects on us. There can be no assurance that future developments affecting us will be those that we have
anticiputed. These forward-lovking statements involve a number of risks, uncerwainties (some of which are beyond our controly or other assumptions that may
cause aciunal results or performance to be materially different from those expressed or implied by these forward-looking statements. Should one or maore of these
risks or uncertainties materialize, or should uny of our assumptions prove incorrect, actual results may vary in material respecis from those projected in these
forward-lovking statements. We undertake no obligation to update or revise any forward-looking statements, whether as a result of new information, future
events or otherwise, except as may be reguired under applicable securities lows. Unfess the content otherwise reguires, all references 1o “we,” “us,” the
“Company " or “China Ruitdi* in this Quarterly Report on Form 10-Q refers to China Ruitai Internationa! Holdings Co., Lud.

ITEM 1. Financial Statements




CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES

ASSETS
Current Assets:
Cash and cash equivalents
Restricied cash
Accounts receivable, net
Notes receivable
Advances to suppliers, net
inventories
Other receivables, net
Total current assets
Property and equipment, net
Commercial leasing assets, net
Advance payment for cquipment purchase, net
Land use rights, net

LIABILITIES AND EQUITY
Current liabilities:
Short-term bank loans
Accounts payable
Notes payable
Notes payable- related party
Advances from customers
Due 1o related party
income tax payable
Other payables
Loan from employees
Total current liabilities

Total Liabilities
Commitments and contingencies

Equity
Sharcholders® equity:

Consolidated Balance Sheets

June 30, 2011

December 31, 2010

Common stock {S.001 par vatue; 50,000,000 shares authorized authorized

shares issued and outstanding 26,000,000 as of June 30,

2011 and December 31, 2011

Additional paid-in capital

Statutory reserve

Retained earnings

Accumulated other comprehensive income
Total China Ruitai Sharcholders® Equity
Non-controlling interest

"otal Equity

TOTAL LIABILIIES AND EQUITY

{Unaudited)

S 17.994.188 S 25,286,619
24.075,507 10,254,394
10,267,874 4,896,663
5.953.862 2,736,496
2,104,015 1171477
11454083 9,468,211

913,352 1.0023.337
72,762,881 54,837,199
13,849,174 14,014,923
37.481.694 37,079,584

418,842 -

5.104 824 5.045.883

5 129617415 8 110,977,589

S 40219712 S 42339454
7.237.536 7.691.017
11,759,245 15124474
24,292,124 3,024,895
1,120,457 687,408

567,327 2526474
5214319 4,330 457
4,707,541 3872549
1.6098.447 1,470,138
U6,876,768 81.072.866
6,876,768 51,0072,866

26,000 26,000
290817 2908171
1,369,652 1.369.652
25,149,149 23,043,387
2,965 604 2,264,049
32418576 29,611,259

3220714 293 464
32,740.647 29,904,723

§ 120617415 § (10,977.589

See notes to unandited consolidated financial starements.

(%)




CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
ts of Income and Comprehensive Income

C jidated

Stat

Sales
Cast of safes {See note below)
Cross margin

Dperating expenses:
Cieneral snd administrative expenses
Selling expenses

Total opersting expense

income from operations

Other income/{expensc)
Interest income
Interest expense
Commereial leasing income
Cost of commercial leasing
Other income/{expensey

Total other incame/{expense), net

income before income tax expense
Income tax expense
Nelincome before aflocation to noncontrolling interests

1axs: Net income attribuable o noncontrofling interests
Net income attributable to China Ruitai
Comprehensive income
Net Income before allocation to non-controlling interest

foreign Currency Transtation Adjustment

Comprehensive Income

fess: (G income attributable o nong i i

Comprehensive Income Attributable to China Ruitai

fiatnings per share - Basic and difuled
Weighted average number of common shares outstanding- 13asic and diluted

{Note: The cost of sales includes hot steam purchased from 2 related party, but the precise amount could not reasonably be determined, see note 12)
See notes to unandited consolidated financial statemens,

(Unaudited)
‘Three months ended Sune 34, Six months enddd June 30
2081 pitifi] ZLH i 2010

s 11,732,184 11171175 2130wl 21 WA3
8,001,818 8,232.507 14,785,951 15,152,430
3.720.360 2948608 6.523.050 0.256.542

660,283 215,858 1.381.778 susio

604,849 530310 1.133.378 RH9, I8

1.265.132 746.168 2.515.130 138,498
2455234 2,202,440 107894 4867497

0.9 175432 176381 A60,612
(796.829) 1530010 (1.530.742) (1129407

373832 RIRMvA2) 742,615 614957
(224,771} (214,123) [446,233) (428,130

17,154 (16.608) 11,993 21,687
{539.669) {294,135} {1.051 .()Z_Q) (353971

19153508 LUOR S5 2H56.8068 4813526

S3LHSY 477.076 HIV.KI5 1123378

1.383.706 TA3L2 2127053 KRVIREH

13.837 14.312 21.271 Kafyiel]

1,369,869 1416917 2,108,762 3.356.447

13K3,700 1.431.229 2427033 KRCHIRE S

517.029 103,929 TOR.K91 LU0

M 1,900,735 1,535,158 2RIZN2S 3501,
19.141 161,342 2R.607 35,431

S 1881504 $.519.010 2.807.317 3535673
S 008 0.0% 108 013
26.000.000 26000000 20,0H). (401 26KR)00




CHINA RUITA] INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES

Cash flows from operating activities:

Net income before allocation to non-controtling interests
Adjustments to reconcile net income before non-controlling interesis 10 net cash used in operation activities

Depreciation

Amortization of land use rights
Bad debt provision

Loss on disposal of equipment

Changes in operating assets and liabilities:

Restricted cash
Accounts receivable
Notes receivable
Advances to suppliers
Inveniories

Other receivables
Accounts payable
Notes payable

Other payables
Advances from customers
Income taxes payable

Net cash used in operating activities

Cash flows from investing activities:

Advanced payment to purchase equipment

Purchase of property and equipment
Net cash used in investing activities
Cash flows from financing activities:

Proceeds from bank toans
Repayment of bank {foans

Proceeds from Joan from 4 related party

Repayment of loan from a related panty
Repayment of loan from employee

Net cash provided by financing activities

Consolidated Statements of Cash Flows
{Unaudited)

Effect of foreign exchange rute fluctuation on cash and cash equivalents

Nel {decrease) increase in cash and cash equivalents

Cash and cash equivalents- heginning of period

Cash and cash oquiva!ems-cnd of period

Supplementary disclosure of cash flow information:

Cash paid for interest expense
Cash paid for income tax

See notes to unaudited consolidated financial statements

Six moaths ended June 30,

2011

2010

S 2127033 S 33900148
1,238,777 LI70,810
56,631 54,244
226,802 (382.323)
3,505 .

(13.442,342) (2.346,400)
(5.284.903) (3,632,516}
(3.121,232) 2615532
(1,164 .805) (29.570)
(1.749,315) 732,041

14,117 (3.208,529)
(623931) 1.492,701
(3,74,444) (1.613,150)
737,999 269,815
412,840 727,868
829,280 237,259
(23.323.988) (532,070
(262.808) .
(312.147) (1.369.347)
(574.955) (1.369.347)
15,760,304 22428651

(18.822,341) (17.002.601)
20,974,953 .
(1.996,128) (1.630,614)

192418 20,517
16,109,206 3.815.953
497,306 80,053
(7.292.431) 1,994,389
25,256,619 11,174,528

S 17994188 S 12,169,117

S 1536782 S 1129381

s - s 896.164




CHINA RUITAT INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements

1. ORGANIZATION AND DISCRIPTION OF BUSINESS

China Ruitai International Holdings Co., Ltd. ("China Ruitai” or the “Company ™) was tnitially organized under the laws of the State of Delaware on November
15, 1955 as Inland Mineral Resources Corp. The Company subsequently changed its name to Parker-Levitt Corporation, and in 1997 changed its name 1o
Commercial Propesty Corporation. In 2006, the Company changed its name to Shandong Ruitai Chemical Co., Lid. On March 12, 2007, the Company changed
i1s name to China Ruitai International Holdings Co., Ltd. Since February 26, 2007, the Company s fiscal year end is December 31.

On August 29, 2007, the Company c¢ntered into a Share Exchange Agreement with Pacific Capital Group Co., Lid.. (“Pacific Capital Group™}. a corporation
incorporated under the laws of the Republic of Vanuatu, and the Sharcholders of Pacific Capital Group (the “Shareholders™). Pursuant 1o the Share Exchange
Agreement, the Shareholders agreed to transfer all of the issued and ouistanding shares of common stock in Pacific Capital Group to the Company in exchange
for the issuance of an aggregate of 22,645,348 shares of the Company's common stock, thereby causing Pacific Capital Group to become a wholly-owned
subsidiary of the Company and TaiAn RuiTai Cellulose Co.. Ltd. (*TaiAn Ruitai™), Pacific Capital Group's majority-owned aperating subsidiary, a Chinese
limited liability company. 10 become a majority owned subsidiary of the Company. The parties closed the share exchange contemplated by the Share Exchange
Agreement on November 8, 2007, .

Pacific Capital Group was incorporated on November 23, 2006 under the laws of the Republic of Vanuatu as a holding company, for the purposes of secking and
consummating & merger or acquisition with a business entity. On April 26, 2007, following the approval by the relevant governmental authoritics in the People’s
Republic of China (the “PRC™), Pacific Capital Group acquired a 99% ownership interest in TaiAn Ruilai, which was formed in the PRC on November 10, 1999
with registered capital of $2,391,840. As a result of the transaction, TaiAn Ruitai became a Y9% majority-owned subsidiary of Pacific Capital Group.

TaiAn Ruitai is the only one of these affilisted companies that is engaged in business operations. China RuiTai and Pacific Capital Group are holding companies,
whose business is to hold an equity ownership interest in TaiAn Ruitai. TaiAn Ruitai is engaged in the production, sales, and exportation of deeply processed
chemicals, with a primary focus on non-ionic cellulose ether products. TaiAn Ruitai’s assets exist solely in the PRC, and its revenues are derived from its
operations therein.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

‘The accompanying unaudited consolidated financial stiements of the Company have been prepared in accordance with accounting principles generally accepted
in the United States of America {"GAAP") and include the financial statements of the Company and its subsidiaries. All significant intercompany transactions
and balances have been climinated on consolidution.

In addition, the Company's unaudited consolidated financial statements have been prepared on a going-concern busis which contemplates the realization of
assets and liquidation of labilities in the normat course of business. As of June 30, 2011 and December 31, 2010, the Company had significant negative wurkipg
capital, which raises substantial doubt about the Company's ability to continue as a going concern. The ability of the Compuny to continue as a going.cunccm is
dependent on the Company obtaining necessary financing or achieving » consisicatly prafitable level of operations, If the Company is unable to obtain adequaie
capital, it could be forced 1o cease operations.




In order to continue as a going concern, the Company will need, among other things, additional capital resources. Management's plan is to obtain such resources
for the Corrgpany by obtaining capital from management und significant shareholders sufficient to meet its minimal operating expenses and seeking equity and/or
debt financing. However management cannot provide any assurances that the Company will be successful in accomplishing uny of its plans.

The accompanying financial statements do not include any adjusiments that might be necessary if the Company is unable to continue as a going concern.

The accompanying unaudited consolidated financial statements as of June 30, 2011, and for the three months and six months ended June 30, 2011 and 2010 have
been prepared in accordance with U.S. GAAP for interim financial information and with the instructions to Form 10-Q and Rule 8-03 of Regulation S-X
applicable 1o smaller reporting companies. In the opinion of management, all adjustments necessary for a fair statement of the results for the interim periods have
been made, and all adjustments are of a normal recurring nature (or « description of the nature and amount of any adjustments other than normal recurring
adjustments). The unaudited consolidated interim financial statements should be read in conjunction with the Company's audited consolidated financial
statements and notes thereto for the year ended December 31, 2010 that are included in the Company’s 2010 Annual Report on Form 10K filed with the
Securitics and Exchange Commission.

Principle of consolidation

The consolidated financial statements include China Ruitai, Pacific Capital Group and TaiAn RuiTai. All inter-company transactions and balances have been
eliminated in consotidation.

Non-controlling interest represents the ownership interests in the subsidiary that are held by owners other than the parent. In December 2007, the Financial
Account Standards Board ("FASB") issucd “Non-controtling Interests in Consolidated Financial Statements — an amendment of ARB No. 517, ASC Topic 810-
10. ASC 810-10 requires that the non-controlling interest is reported in the consolidated statement of financial position within equity, separately from the
parent’s cquity and that net income or loss and comprehensive income or loss are attributed 10 the parent and the non-controlling interest. If losses attributable to
the parent and the non-controlling interest in a subsidiary exceed their interests in the subsidiary's equity. the excess, and any further losses attributable (o the
parent and the non-controlling interest, is attributed to those interests.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
amounts reporied and disclosed in the financial statements and the accompanying notes. Actual results could differ materially from these estimates. Management
evaluates the estimates on an ongoing basis, including those related 10 accounts receivable and useful lives of property and equipment, fair values of warrant 10
purchase our common stock, and income taxes. We base our estimutes on historical experience and on various other assumptions that are belicved to be
reasonable, the results of which form the basis for making judgments about the carrying values of assets and lubilities.

Accounts Reccivable

Accounts receivable represent amounis earned and are coliectible from customers. Accounts receivable are stated at the amount the Company expects

collect. The Company maintains allowances for doubtful accounts for estimated losses resulting from the inability of its customers 10 muke the required
payments and uses the specific identification method to record such allowances. Management of the Company considers the following factors when determining
the collectability of accounts receivable: a customer's credit-worthiness, past collection history. and changes in a customer’s paymeat terms. Allowance for
doubtful accounts is made based on any specifically identificd accounts receivable that may become uncolfectible.




Inventory

Inventories are staled at the lower of cost or market value. Actual cost is used 1o value raw materials and supplies. Finished goods and work-in-progress are
valued using the weighted-average-cost method. Elements of costs in finished goods and work-in-progress include raw materials, direct labor, and manufascturing
overhead. Provision for diminution in value on inventories is made using specific identification methad.

Revenue Recognition

The Compuny recognizes revenue when the earnings process is complete. This generally occurs when products are shipped to unaffiliated customers or picked
up by u_namha!ed customers in the Company s warehouse, title and risk of loss have been transferred, coflectability is reasonably assured and pricing is fixed or
determinable. The corresponding freight-out and handling costs are included in the selling expenses.

The Company daes not provide an unconditional right of return, price protection or any other concessions to its customers. Sales returns and other allowances
have been immaterial in our operation.

Commercial leasing income is recognized ratably over the period of the commercial leasing asset rent contract. The commercial leusing asset is Taishan
Building, which is located in Beijing and is entirely renicd to Beijing Shengmei Hotel Management Company.

Impairment of long-lived assets

tn accordance with Impairment or Disposal of Long-Lived Assets Subsections of ASC Subtopic 360-10, Property, Plant, and Equipment - Overall, long-lived
assets, such as property, plant and equipment, and purchased intangible asset subject to amortization, are reviewed for impairment whenever events or changes in
circumsiances indicate that the carrying amount of an assel may not be recoverable. I circumstances require a long-lived asset or asset group be tested for
possible impairment, the Company first compares undiscounted cash flows expected to be generated by that asset or asset group to its carrying value, If the

“carrying value of the long-lived asset or asser group is not recoverable on an undiscounied cash flow basis, impairment is recognized to the extent that the
carrying value exceeds its fair value. Fair value is determined through various viluation techniques including discounted cash flow models, quoted market vilues
and third-party independent appraisals, as considered necessary. No impairment of fong-lived assets was recognized for the three months and six months ended
June 30, 2011 and 2010,

Recently issued accounting pronouncements

In May 2011, the FASB issued ASU No. 2011-04, “Amendments to Achicve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP
and IFRSs™, which is not expected 1o have a material impact on the consolidated financial statements upon adoption.

In June 2011, the FASB issued ASU No. 2011-05, "Presentation of Comprehensive Income™. Under the amendments in this ASU. an entity has two options for
presenting its total comprehensive income: to present total comprehensive income and its components along with the components of net income in a single
continuous statement, or in two sepurate bul consecutive slatements. The smendments in this ASU are required 1o be applied retrospectively and are effective for
fiscal years, and interim periods within those years, beginning afier December 15, 2011, with early adoption permitied. The Company intends 1o conform to the
new presentation required in this ASU beginning with its Form 10-Q for the three months ended March 31, 2012, This pronouncement is not expected 1o have s
material impact on the consoliduted financial ststements upon adoption.
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3, ACCOUNTS RECEIVABLE, NET

Accounts receivable are recognized and carried at original sules amounts less an allowance for uncollectible accounts, as needed. Accounts receivable as of June
30,2011 and December 31, 2010 were:

June 30, 2011 December 31, 2010

(Unaudited)
Accounts receivable S L8435 S 6356,204
Less: Allowance for doubtful accounts (1,575,670 {1.459.539)
S 10267874 S 4,896,665
Allowance for doubtful accounts movement for the six months ended June 30, 2011 was:
December 31, Write- June 30,
2010 Provision Reverse off 2011
Allowance for doubtful accounss S (1,459539) §  (280,192) S 164,061 S -8 (1.575.670)
Allowance for doubtful accounts movement for the six months ended June 30, 2010 was:
December 31, Write- June 30,
2009 Provision Reverse off 2010
Allowance for doubtful accounts $ (1606569 §  {(331601) S 136,547 3§ - § (1.701,823)

4. NOTES RECEIVABLE

Notes receivables of $5,953,862 as of June 30), 201} and $2,736,496 as of December 31, 2010 sepresent bank acceptance notes the Company received from
customers for sales of products. The noles have a maturity duration of 3 to 6 months, and are accepted by banks.

5. OTHER RECEIVABLES, NET

Other receivables mainly represent advances 1o salesmen and outside supplier agems for business and are recognized and carried al original amounis less an -
allowance for uncollectible accounts, as needed. Other receivables as of June 30, 2011 and December 31, 2010 were:

June 30, 2011 December 31, 2010

(Unaudited)
Other receivables S 2,050,209 S8 2106923
Less: Allowance for doubtful accounts {1,136,857) (1,083,586}
$ Yy13.352 S 1.023.337
Allowance for doubtful sccounts movement for the six months ended June 30, 2011 was:
December 31, Write-
2010 Provision Reverse off June 30,2011
Allowance for doubtful accounts S (,083.586) 5 (122,284) S 69,013 S - $ (L136,857)
Allowange for doubiful accounts movement for the six months ended June 30, 2010 was:
December 31, Write- June 30,
2009 Provision Reverse off 2010
Allowance for doubtful accounts S (L164413) S (82,878) § 192,829 8 - S (1.054.462)
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6. ADVANCES PAYMENT, NET

Advances payment are recognized and carried at original amounts less an allowance for uncollectible sccounts, as needed, Advances payment as of June 30,
2011 and December 31, 2010 were:

{1} Short term

June 30, 2011 December 31, 2010

(Unaudited)
Advances payment to suppliers 5 60571065 S 4770070
i.ess: Allowance for doubtful accounis (3.953,150) {3.598.693)
$ 2104015 S 1,171,477
Allowance for doubtful accounts movement for the six months ended June 30, 2011 was:
December 31, Write.
2010 Provision Reverse off June 30, 2011
Allowance for doubtful accounts S O(3598.693) 8 (496,093) S 141,636 8 -8 (3,953.150)
Allowance for doubiful accounts movement for the six months ended June 30, 2010 was:
December 31, Write-
. 2009 Provision Reverse off June 30, 2010
Allowance for doubtful accounts S (3579949 § (107865) S 257406 § - § {3,430,408)

(2) Longterm

June 30, 2011 December 31, 2010

{Unaudited)
Advances payment for equipment purchise S 1,369493 S LO79,052
Less: Allowance for doubtful uccounts (950,651) (1.079,052)

S 418842 S -

Allowance for doubtful accounts movement for the six months ended June 30, 2011 was:

December 31, Write-
2010 Provision Reverse off June 30, 20 }
Allowance for doubiful accounts S (1.079052) § - s 128401 § - S (US0,651)

Allowance for doubtful accounts movement for the six months ended June 30, 2000 was:

December 31, Write-
2009 Provision Reverse off June 30, 2010
Allowance for doubiful accounts S (1165915) § - 3 1449589 & - S (1,015926)




7. INVENTORIES
inventories us of June 30, 2011 and December 31, 2014 consisted of the following:

June 30, 2011 December 31 2010

{Unaudited)
Raw materials S 3408225 S 3076
Waork in progress 2,126,437 977302
Finished goods 5919421 4.699.839
S 11454083 § 9468211
—

8. PROPERTY AND EQUIPMENT, NET

Property and equipment as of June 30, 2011 and December 31, 2010 consisted of the following:

June 30, 2011 December 31, 2010

{Unaudited)

Buildings S 9373473 S 9.109.630
Machinery and equipment 11.959,252 11,565,294
Office equipment and furniture 47,301 85,364
Motor vehicles 602,239 557,167
22,032,265 21317455

Less: Accumulated depreciation {8,259.037) (7.305.224)
' 13.773.228 14,012,231
Construction in progress . 75946 . 2,692
S 13849.174 8 14,014,923

The depreciation expenses were $401,051 and $392,062 for the three months ended June 30, 2011 and 2010, respectively: and $792.544 and $742,680 the six
months ended June 30, 2011 and 2010 respectively.

9. LAND USE RIGHTS, NET

Land use rights as of June 30, 2011 and December 31, 2010 consist of the following:

June 30, 2011  December 31, 2010

{Unaudited)
f.and use right S 3723182 S 5594,381
Less: Accumulated amortization (618,358) {548,498)
S 5,004,824 3§ 5.045.883

Amortization expenses were $28,564 and $27.122 for the three months ended June 30, 2011 and 2010, respectively; and 356,631 and 354,244 for the six months
ended June 30, 2011 and 2010, respectively.

10
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16. COMMERCIAL LEASING ASSETS, NET

On December 31, 2009, Shandong Ruitai Chemicals Co.. Lid (*Shandong Ruitai™) (a refated party) and TaiAn Ruitai entered into a Set-Off Agreement 1o settle

the outstanding balance Shandong Ruitai owed 10 TaiAn Ruitai. Pursuant 1o the terms of the Set-Off Agreement, TaiAn Ruitai agreed 1o permit Shandong Ruitai
1o repay a total of 331,745,649 by transferring 100% of Shandong Ruitai’s ownership interest in real estate property Jocaied in Beijing, China, commonly known
as Taishan Building, or Building No. 36, Xibahe Dangli, Chaoyang District, Beijing, China (*Taishan Building™ or the “Property™). In conjunction with the Set-
Off Agreement, the parties engaged an appraisal firm certified by the local government 1o perform an independent appraisal of the Property. The firm appraised
the fair market value of the Property as of December 31, 2009 to be $36,710,934. i

Taishan Buildipg isa {csidentiul building with 47 apartments and is entirely rented to Beijing Shengmei Hotel Management Company, operated as a budget
hotel, for a period ending March 31, 2028, The Compuny treats Taishan Building as commercial leasing assets and provides depreciation over 43 years.

Commercial lease assets as of June 30, 2011 and December 31, 2010 consisted of the following;

June 30,2031 December 31, 2010

(Unaudited)
Buildings S 38836454 37,940,688
Less: Accumulated depreciation (1,354.760) (861,104)
S 37481694 $ 37.079,584

The depreciation expenses were $224,770 and $214,123 for the three months ended June 30, 2011 and 2010, respectively; and $446.233 and $428,130 for the six
months ended June 30, 2011 and 2010, respectively.

i1. SHORT-TERM BANK LOANS

Short-term bank loans at June 30, 2011 and December 31, 2010 consist of the following:

June 30, 2011 December 31, 2010

(unaudited)

Loun from Feicheng Rusal Credit Union with interest rite of 5.31%, guarantced by Shandong Juyuan Mining Group Co.
Lid. & Mr. Lu Xingfu. Matured on January 19, 2011 N -5 LIS5.510
Loan from Feicheng Rural Credit Union with interest rate of 5.31%%, guaranteed by Shandong Juyuan Mining Group Co. )
Lid. & Mr. Lu Xingfu. Matured on January 19, 2011. - 1,255,331
Loan from Feicheng Rural Credit Union with interest rate of 5.31%, puaranteed by Shandong Juyuan Mining Group Co.
L. & Mr. Lu Xingfu. Matured on January 18, 2011, . - 1,512,447
Loan from Bank of China Taian Branch with interest rate of 5.31%, guaranieed by Feicheng Acid Chemicals Co. Lid.
Matured on May 28, 2011, - 1,058,713
Loan from Bank of China Taian Branch with interest raie of 5.31%, guaranteed by Feicheng Acid Chemicals Co. Ltd.
Matured on May 1, 2011, - 1.361.203
Loan from Bank of China Tainn Branch with interest rate of 5.31%, puaranteed by Feicheng Acid Chemicals Co. Lid.

1,512,447

Mutured on April 14, 2011, -
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Loan from Bank of China Taian Branch with interest rute of 5.31%, guaranteed by Feicheng Acid Chemicals Co. Lid.
Matured on March 9, 2011. - 2,268,671

Loan from Feicheng Rural Credit Union with interest rate of 6.67%, guaranteed by Shandong Juyuan Mining Group Co.
Lid. & Mr. Lu Xingfu. Matured on June 18, 2011, - 1512447

Loan from Weihai Commercial Bank with interest rate of 6.06%, guaraniced by Shandong RunYin Biological Co., Lid.,
Matured on June 8, 2011, - 3,024,896

Loan from Agricultural Bank of China Wenyang Branch with interest rate of 6.06%, guaranteed by Feicheng Golden
Dragon Co., Ltd., Matured on May 16, 2011, . 3.0024,895

Loan from Feicheng Rural Credit Union with inlerest rate of 5.31%, guaranteed by Shundong Acid Chemicals Co., Lid. &
Mr. Lu Xingfu. Maturied on May 17, 2011. . 907.468

Loun from Bank of China Taian Branch with interest rate of 5.319, guaranteed by Feicheng Acid Chemicals Co. Lid.
maturing on Oclober 14, 2011, 1,547,269 1.512,447

Loun from Bank of China Taian Branch with interest rate of 5.31%. guaranteed by Feicheng Acid Chemicals Co. Lid.
maturing on September 38, 2011, 2,011,450 1,966,182

Loan from Agricultural Bank of China Wenyang Branch with interest rate of 6.67%, guaranteed by Feicheng Golden
Dragon Co., Lid., Maturing on October 19, 2011. 1,547,269 1,512.448

Loan from Agricultural Bank of China Wenyang Branch with interest rate of 0%, guaranieed by Feicheng Golden Dragon
Co., Lad., Muturing on December 28, 2011, 618,908 604,979

Loan from Shanghai Pudong Development Bank Jinan Branch with interest rate of 6.06%, guaranteed by Feicheng Acid
Chemicals Co. Lid., Maturing on September 2, 201 1. 6,189.076 6,049,790
Loun from Citic Bunk Qingdao Branch with interest rate of 6.67%, guaranteed by Mr. Lu Xingfu., Maturing on September

28,2001, 3,094,538 3,024,896
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loan from Shenzhen Development Bank Sinun Branch with interest rate of 6.06%, guaranteed by Shangdong Ruitai
Cellulose Co.. L1d., Maturing on November 26,2011, 4,641,807 4,537,342

Loan from Qingdao Bank Jinan Branch with interest rate of 6.67%, guaranieed by Feicheng Acid Chemicals Co. Ltd.,
Maturing on August 27, 2011, 4,641,807 4.537.342

Loan from China Communication Bank Tai'an Branch with interest rate of 6.44%, guaranteed by Shandong Acid
Chemicals Co., Ltd. Maturing on November 18, 201 1. 1,547,209 -

Loan from Feicheng Rural Credit Union with interest rate of 6,065, guaraniced by Shandong Juyuan Mining Group Co.
Lid. & Mr. Lu Xingfu. Maturing on January 21, 2012, 1,182,114 B

Loan from Feicheng Rural Credit Union with interest rate of 6.06%. puaranteed by Shandong Juyuan Mining Group Co.
Lid. & Mr. Lu Xingfu, Maturing on January 21,2012, 1,284,233 -

Loan from Feicheng Rural Credit Union with interest rate of 7.27%, puarantecd by Shandong Juyuzn Mining Group Co.
1.td. & Mr. Lu Xingfu. Maturing on January 29, 2012, 1,547,269

Loan from Bank of China Taian Branch with interest rate of 6.06%, guaranteed by Feicheng Acid Chemicals Co. Lid.
Maturing on February 15, 2012, 4.951,261 -

Loan from Bank of China Taian Branch with interest rate of 6.06%, guarantecd by Shangdong Acid Chemicals Co. Ltd.

Maturing on February 16, 2012. 1,392,543 -
i.0un from Feicheng Rural Credit Union with interest rate of 6.31%, guaranteed by Shandong Acid Chemicals Co., Lid. &

Mr. Lu Xingfu. Maturing on May 16, 2012, 928,361 -
Loun from Agricultural Bank of China Wenyang Branch with interest rate of 7.57%, guaranteed by Shandong Acid

Chemicals Co., Lid., Maturing on May 19, 2012, 3,094,538 -

S 40.219,712 5 42339454

The interest expenses for the bank loans were $679,58Y and $461,635 for the three months ended June 30, 2011 and 2010, respectively. and$1.306,755 and
$849,138 for the six months ended June 30. 2011 and 2010, respectively. The weighted average interest rates for bank foans were 6.33% and 5.61% a1 June 30,
2011 and 2010, respectively. The Company paid off all matured short-term bank loans before the date the financial statements have been issued.

13
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12. RELATED PARTY BALANCE TRANSACTIONS AND BALANCES

Purchase

'The Company purchases hot sieam from Shandong Ruitai, which is owned by Mr. Xingfu Ly, the President, and Mr. Dian Min Ma, the CEO of the Company.
The Compuny purchased hot sicam from Shandong Ruitai aggregating $709,092 and $1,018,258 for the three months ended June 30, 2011 and 2010, and
$1,444,576 and 32,177,233 for the six months ended June 30, 2011 and 2010, respectively. The cost of sales includes steam purchased from a related party but
the precise amount could not reasonably be determined. )

L.and use right transaction

On October 25, :2()06, the Company purchased the use right of a piece of Jand, approximately 36 acres, located in Wenyang County, Shandong Province, from
Shandong Ruitai, {or the original cost of $3,920,264. The local government approved the transaction and certified that the purchase price is at the fair market
value. The consideration has been paid 1o the seller, and the title transfer is ongoing. Management belicves the transaction is on terms no less favoruble 10 the
Company than those reusonably obtainable from third partics. The Company s headquarters building and a production facility are located on this piece of fand,
Due to related party

Asof June 30, 2011 and December 31, 20110, the Company had balunce due to Shandong Ruitai of $567,327 and $2,526.474, respectively. The balance included
the payable to purchase hot sieam and the non-interest bearing loans for the purpose of financing the Company s operations due 10 # fack of working capital.

Notes payable to related party

As of June 30, 2011, the balance of notes payable 10 Shundong Ruitai is $24,292,124. The loans were non-interest bearing for the purpose of financing the
Company s operations due to a lack of working capital, and have no fixed terms of repayment.

13. NOTES PAYABLE
The Company issues notes to certain suppliers which are guaranteed by the Company 's banks in lieu of payment of accounts payable. Terms of these notes
payable vary depending on the negotiations with individual suppliers. Typical terms are six months. On the maturity dates, the note holders present these notes

10 the banks to draw cash based on the notes amounts. The Company is subject 1o a bank fee of 0.05% on the outstanding notes.

The Company is required to-make a restricted security deposit between 50% and 100% of the face amount of the notes in the banks until the noles are settled.
Restricted cash for this purpose amounted to 324,075,507 and $10,254,394 us of June 30, 2011 and December 31, 2010, respectively.

14. OTHER PAYABLES

Other payables as of June 30, 2011 and December 31, 2010 consisted of the following:

June 30,2011 December 31, 2010

{Unuudited)

Other taxes payable S 2465145 S 1.458,147
Payroft 157462 149,210
Employee security deposit 25.584 28,638
Loan from third pany 554,430 540,473
Sules commission payable 1.269.776 1,260,692
Accrued expenses 109,356 317037
Others 126,188 118,352

S 4707541 S 3,872,549
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Other taxes payable include VAT payable, real estate tax payable, individual income tax payable and other tax payables. Loans from third parties were non-
interest bearing loans for the purpose of working capital, payable upon Company ‘s discretion.

15. LOAN FROM EMPLOYEES

Loan from employees represents loans from employees to finance the Company's operations due to a lack of working capital. The Company paid (.6% interest
on these joans monthly for the period July 1, 2007 through March 31, 2009. Beginning from April 1, 2009, the Company pays 0.5% interest on these loans
monthly. Cash flows from these zctivities are classified a3 cash flows from financing activities. Loan from employees was $1,6Y8.447 as of June 30, 2011 und
$1,470,138 as of December 31, 2010. The Company paid interest of $23,842 and $20,503 for the three months ended June 30, 2011 and 2010, respectively. and
$46,773 and 842,555 for six months ended June 30, 201 1 and 2010, respectively.

16. INCOME TAXES

“The tax payables balance of $5,274,379 and $4,336,457 as of June 30, 2011 and December 31, 2010 represents the income 1ax accruat of TaiAn Ruitai. TaiAn
Ruitai is subject to PRC income tax at a rate of 25%. :

Income tax expenses were $531,859 and $477,076 for the three months ended June 3(), 2011 and 2010, respectively, which represents PRC current income taxes.
Income tax expenses were $829,835 and $1.123.378 for the six months ended June 30, 2011 and 2010, respectively, which represenis PRC current income taxes.

The Company has not recorded tux provision for U.S. and Vanuastu tax purposes as they have no assessable profits arising in or derived from the United States or
Vanuaty and intends to permanently reinvest accumulated carnings in the PRC operations.

The Company has a deferred tax asset on net operating losses of $184,280 as of Tune 30, 2011 and December 31, 2010, respectively. The ultimate realization of
deferred tax assets depends on the generation of future taxable income during the periods in which those net operating losses are available. The Compuny
considers projected future taxable income and tax planning strategics in making its assessment. At present, the Company does not have sufficient operations in
the United Siates to conclude that it is more-likely-than-not that the Company will be able to realize all of its tax benefits in the near future and therefore 2
valuation allowance of $184,280 was established for the full value of the deferred fax assel.

A valuation allowance will be maintained uniil sufficient positive evidence exists 10 support the reversal of any portion or all of the valuation aHowance. Should
the Company start operations in the United States in future periods with a suppartable trend, the valuation alfowance will be reversed accordingly.

{7. STATUTORY RESERVES

Under PRC law, TaiAn Ruitai is required to provide for certain statutory reserves, namely a general reserve, an enterprise expansion fund and a staff welfare and
bonus fund, The entity is required 1o allocate at least 10% of its after tax profits on an individual company basis as determined under PRC GAAP to the general
reserve and have the right to discontinue alfocations to the general reserve if such reserve has reached 50% of registered capital. Approprintions 1o the enterprise
expansion fund and staff welfare and bonus fund are at the discretion of the Board of Directors of the entity. These reserves can only be used far specific
purposes and are not transferable 10 the Company in the form of loans, advances, or cash dividends.

Bath of the balances of statutory reserves as of June 30, 2011 and December 31, 2010 were 513369.652, and for the six months ended June 30, 2011 and 2010,
the Company did not make appropriztion in its statutory reserves since such reserve had reached 50% of registered capital,

15
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i8. CONCENTRATIONS AND CREDIT RISKS

AtJune 38, 201 and December 31, 2010, the Company had a credit risk exposure of cash in banks of $17,994,188 and S25,286.61Y, respectively, that is
uninsured by the government authority. To limit exposure to credit risk relating to deposits, the Company primarily places cash deposits only with large financial
institutions in the PRC with acceptable credit ratings.

The Company s operations are carried out in the PRC Accordingly, the Company s business, financial condition and resulis of operations may be influenced by
the political, economic and fegal environment in the PRC as well as by the general state of the PRC’s economy. The business may be influenced by, among other
things, chunges in governmental policies with respect 1o laws and regulations, anti-inflationary measures, currency conversion and remittance abroad, and rales
and methods of taxation.

Major Customers

During the three months and six months ended June 30, 2011, the Campany s largest customer accounted 15% and 16%, respectively, of the Company s net
revenue. The outstanding account receivable balance for this customer was $480,749 as of June 30, 2011.No single customer accounted for 10% or more of the
Company s net revenue for the three months and six months ended June, 30, 2010,

Major Suppliers

During the three months ended June 30, 2011, three major suppliers accounted for 37% of the Company s 1otal purchases. The account payable batances for the
three largest suppliers were $1,338,194 as of June 30, 2011, During the three months ended June 30, 2010, two major suppliers accounted for 23% of the
Company s total purchases. The account payable balances for the two largest suppliers were $27, Y32 as of June 30, 2010. During the six months ended June 3,
2011, onc major supplier accounted for 13% of the Company’s total purchases. The account payable balances for the one fargest supplier was $853,337 as of
June 30, 2011. During the six months ended June 30, 2010, two major suppliers accounted for 20% of the Company s total purchases. The account payable
balunces for the two largest suppliers were $165.181 us of June 30, 201 1.

19. WARRANT

During March 2008, the Company engaged a consultant 10 conduct a program of investor relations activities, for an initial period of 1welve months ended
February 28, 2009, and continuing on a month-to-month basis thereafier upon mutual consent. The terms of the agreement are for the consultant 1o receive a cash
payment per month plus a warrant to purchase 150,000 shares of the Company s restricted common stock at an exercise price of $3.05 per share. The warrant has
a term of four (4) years and is vesied 50% on March 1, 2008 and 50% on September 30, 2008. Managemem valued the warrant at $1.16 per share using the
Black-Scholes pricing model with assumptions summarized below, for a total of $174,000, which is being amortized over the prospective beneficial period.

Grant Date ) ) Risk Free . o
Stock Price Exercise Price Warrant Life Interest Rate Expected Volatility

s 2,90 s .05 4 years 2.00% S14%

As all the warranis were vested in 2008, there was no warrany cost charged during the periods presented. There were no warrsats exercised s of June 30, 2011
and December 31, 2018,

On May 19, 2008, the Company engaged & consultant as its exclusive investment banker and agem for a one-year period ended May 19, 2009, and subject to
cancellation by thiny (30) days written notice by certified mail. As part of compensation 1o the consultant, the Company issued the consultant a warrant 1o
purchase 200,000 shares of the Company s common stock at a price of S4.00 per share. The warrant has a 1erm of five (3) years and was issued on May 19, 2005,
Munagement valued the warrant at $1.84 per share using the Black-Scholes pricing model with assumptions summarized below, for a total of S368,000, which
will be amortized over the prospective beneficial period.
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Grant Date Risk Free
Stock Price Exercise Price Warrant Life Inlerest Rate Expected Volatility
S 4.00 s 4.00 5 years 2.005¢ 51%

As all the warrants were vested in 2009, there was no warrant cost charged during the periods presented. There were no warrams exercised as of June 30, 2011
and December 31, 2010..

The warrant agreements contained cash sentlement and down round protection clauses. Accordingly, the warranis should be accounted for as liability from its
issuance date at its fair value with changes in value included in carnings each reporting period. The Company treated it as equity due to an immaterial difference.

20. EARNINGS PER SHARE

Three Months Ended June 30),

2011 3010
(unuudited) {unaudited)
Numerator used in basic net income per share:
Net income attributable to China Ruitai Shares S 1369869 S 1416917
Weighted average common shares outstanding 26,000,000 26,000,000
Weighted average common shares outstanding used in computing diluted carnings per ordinary share 26000000 26,010,000
Earnings per common share-basic and diluted $ 0.os $ 1).035

Six Months linded june 30,

2011 2010
(unsudiled) (unitudited)
Numerator used in basic net income per share:
Net income sttributable to China Ruitai Shares S 2,005762 S 3356447
Weighted average common shares outstanding 26,000,600 26,080,000
Weighted average common shares outstanding used in computing diluted carnings per ordinary share 26.000.000 26,000,000
Earnings per common share-basic and diluted $ 008 § 0.13

As of June 30, 2011 and 2010, the Company had 350,000 owlstanding warrants that could polentiully dilute basic income per share in the future, but }vhich were
excluded in the computation of diluted income per share in the periods presented, as their effect would have been anti-dilutive since the exercise price of these
warrants was higher than the average market price during the period presented.

21. COMMITMENTS AND CONTINGENCIES

Governmental control of currency conversion

The PRC government imposes cantrols on the convertibility of Renminbi into foreign currencics and, in certain cases, the remittance of currency out of the PRC.
The Company receives most of its revenues in Renminbi, which is currently not a freely convertible currency. Shortages in the availability of foreign currency
may restrict the Company 's ability 10 remit sufficient foreign currency 10 satisfy f{oreign currency dominated obligations. Under existing PRC foreign «.txch'ungc
regulations, payments of current account items, including profit disiributions, interest payments and expenditures from the transaction. cun be made in foreign
currencies without prior approval from the PRC State Administration of Foreign Exchange by complying with certain procedural requirements. However,
approval from appropriate governmental authorities is required where Renminbi is 10 be converted into foreign currency and remitted out of China to pay capital
expenses, such us the repayment of bank loans denominated in foreign currencies.

17




The PRC government may also at its discretion restrict access in the future to foreign currencies for current account transactions. If the foreign exchange control
system prevents the Compuny from obtaining sufficient foreign currency to satisfy its currency demands, the Company may not be able to pay cenain of its
expenses as they come due,

Guaranteed Bank Loans

The Compuny hus guaranteed certain loans for third-party enterprises, which, in turn, have guaranteed loans for the Company. These guarantees require payment
from the Compuny in the event of defuult on payment by the respective debtor and, if the debtor defaults, the Company may be required 1o pay amounis
outstanding under the refated agreements in addition to the principal amount guasranieed, including accrued interest and related fees.

The Company and these third-party enterprises have been guarantecing loans for each other in their day-10-day operations. Both of these enterprises and the
Company are considered good reputation debtors by local banks. The banks allow these companies to guarantee loans for each other instead of requiring the
louns be secured by collateral. None of the enterprises for which the Company has guaranieed loans has defaulted on any loan repayments, and accordingly, the
Company has not recorded any liabilities or losses on such guarantees.

Bank loans that the Company has guaranteed for third-pursty enterprises consist of the following as of June 30, 2011:

Bank loans:

Financial institutions Amount Duration Borrower

Agriculture development bank of China Feicheng

branch S 4,022,900 May 11, 201{ to May 10,2012 Taipeng Group
October 21, 2010 to October

Bank of China Feicheng branch 1,454,433 82011 * Shandong Acid Chemicals Lid., Co.
October 23, 2010 10 Ociober

Bank of China Feicheng branch 890,000 23,2011 Feicheng Acid Chamicals Lid., Co.
October 13, 2010 10 September

Bank of China Feicheng branch 2,630,357 13,2011 Taipeng Household ltems 1ad., Co.
October 13, 2010 1o September

Bank of China Feicheng branch 1,036,670 13,2011 Taipeng Nonwoven Lid,, Co.
October 13, 2010 to September

Bank of China Feicheng branch ’ 464,181 13,201t Tuipeng new maierial Ltd., Co.
October 13, 2010 to September

Bank of China Feicheng branch 2,794,368 13,2011 Feicheng Jintong Textile 1ad., Co.
November 12, 2010 10

Bank of China Feicheng branch 2,630,357 November 12,2011 Shandong Yinbao Food Lid., Co.
January 20, 2011 to Junuary

Bank of China Feicheng branch 2,320,904 20,2012 Shandong Yinbao Food 1ad., Co.

Sheazhen development bank Jinan branch 1,547,269 June 2, 2017 10 June 2,2012 Shandong RunYin Biological Chemicals Co., Ltd.
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Financial institutions Amount Duration Borrower
Shenzhen development bank Jinan branch 3868173 May 10, 2010 to May 10, 2011 Shandong Yinbao Food Lid., Co.
Bank of Communication Taijan Branch 3,868,173 May 21, 2011 (o May 21,2002 Shandong Yinbao Food Lad., Co.

QOctober 27, 2010 to October .
26, 2011 Shandong Yinbao Food (4., Co.

Agriculture bank of China Feicheng branch
S

Bank acceptable notes:

Financial institutions Amount Duration Borrower
August 24, 2010 1o August 24,

Shenzhen development bank ) 4,641,807 2011 Taipeng Nonwoven Lid,, Co.
March 20,2011 to September

Industrial bank 6,189076 20,2011 Feicheng Acid Chemicals Lid., Co.
October 26, 2010 1o October

Shenzhen development bank 394,538 26, 201t Shandong Lulong Group Lid., Co.

S 13925421

22, SUBSEQUENT EVENT

Management has considered all events occurring through the dite the financial statements have been issued, and has determined that there are no such evenls
except as disclosed below that are material 1o the financiad staterents, or all such material events have been fully disclosed.

On July 1, 2011, the Company issued warranis to purchase 30,000 shares of common stock to one of its consuliants, Lamnia International, and 90,000 shares 1o
another consultant, Matthew Hayden, at an exercise price of $1.15 per share, The warrants vested and became exercisable on July 1, 2011 and expire on July 1.
2m8s.

ITEM 2, MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Resuits of Operations

The following discussion and analysis provides information that we believe is relevant to an assessment snd understanding of our results of operations and
financial condition for the six months ended June 30, 2011. The following discussion should be read in conjunction with the Financial Statements and related
Notes appearing elsewhere in this Form 10-Q.
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Results of Operations for the Six Month Period Ended June 30, 2011 Compared to the Six Month Period Ended June 30, 2010
Revenue

Revenue, During the six month period ended June 30, 2011, we had revenues of $ 21,309,001 as compared 1o revenues of $21.404.431 during the six month
period ended June 30, 2010, a slight decreuse of 0.47%. The decrease in revenue was primarily attributable to the sales strategy change. Our sales are now
focusing on high-end pharmaceutical products and the Polyvinyl chlonde ("PVC™) products sector. Additionally, due 10 the fluciuation in the cost of materials,
sales in the construciion indusiry slightly declined.

LCost of Sules. During the six month period ended June 30, 2011, our cost of sales was $14,785,951 as compared 1o costs of sales of $15,152,439 for the six
month period ended June 30, 20140, a decrease of 2.42%. This decrease in cost of sales resulted primarily from a decrease in sales and the improvement in our
energy saving system.

Operating Expenses
Our operating expenses are divided into selling expenses and general and adminisirative expenses, both of which are discussed below:

Selling Expenses. Selling expenses, which consist of sales commissions, freight charges, travel and other selling expenses, totaled $1,133,378 for the six month
period ended June 30, 2011 as compared to S889.385 for the six month period ended June 30, 2010, an increase of 27.43%. This increase resuls primarily from:
{i) an increase of in sales commissions compared 1o the same period of fast year; and (ii) an increase of freight out expense in pharmacewtical and PVC products.

General and Administrative Expenses. General and administrative expenses totaled $1,381,778 for the six month period ended June 30, 2011 as compared to
$500,110 for the six month period ended June 30, 2010, an increase of 176.29%. There were two primary drivers behind this increase. First, employees” payroll
increased due to China’s inflation rate and the second was un S838.594 increase in bad debt expense in the first six months of 2011,

Income from Operations

For the six month period ended June 30, 2011, our income from operations wis $4,007,894 as compared to income from operations of $4.867.497 for the six
month period ended June 30, 2010, a decrease of 17.66%. This decrease was primarily attributable 10 @ dramatic increase in selling, marketing expenses and
general and administrative expenses, combined with a decrease in sales.

Commercial Leasing Income and Cost

For the six month period ended June 30, 2011, our commercial leasing income was $742,615 as compared 1o $614,957 for the six month period ended June 30,
2010, an increase of 20.76%. The increase was due 1o annual rental increase as agreed in the contract, as well as the appreciation of RMB. Rental income was
from an acquired commercial property in Beijing. On December 31, 2009, we entered into a Set-Off Agreement with our related party, Shandong Ruitai
Chemicals Co., Lid. (“Shandong Ruitai™). TaiAn, our subsidiary, agreed 1o permit Shandong Ruitai to satisfy a total of $31,745.649 in debt owed by Shandong
Ruitai in exchange for Shandong Ruitai's transfer of 100% of its ownership interest in real property located in Beijing, China, commonly known as Taishun
Building, or Building No. 36, Xibahe Dongli, Chaoyang Distriet. Beipng. China (the “Taishan Building™).

Interest Income

For the six month period ended June 30, 2011, our interest income was $178,381 as compared to $566,612 for the six month period ended June 30, 2010, 4
decrease of $388,231, or 68.32%. This decrease resulted primarity from the decrease of our average cash und restricted cash deposit in the bank.
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Interest Expense

For the six month period ended June 30, 2011, we incurred interest expense in the amount of $1,536,782 as compared to $1,129,047 for the six month period
ended June 34, 2010, an increase of 36.11%. The increase in interest expense resulted primarily from an increase of the weighted-average interest rate for bunk
loan in China, as well as the large increase of the interest paid for discounted notes receivable.

Income Tax Expense

Our income tax expense was $829,835 for the six month period ended June 30, 2011 as compured 1o $1,123,378 for the six month period ended June 30, 20110, 5
decrease of $293,543, or 26.13%. This decrease is primarily attributable to a decrease in profits before income taxes decreased from 54,513,526 in the six month
period ended June 30, 2011 to $2,956,868 for the six month period ended June 30, 2010, a decrease of 34%.

Net Income attributable to China RuiTai

We had net income attributable 1o China RuiTai of $2.105,762 for the six month period ended June 30, 2011 as compared 1o $3,356.447 for the six month period
ended June 30, 2010, a decrease of $1,250.685, or 37.26%.This decrease is primarily attributable 10 an increase in sclling, general and administration expenses.

Liquidity and Capital Resources

“The Company anticipates obtaining additional financing to meet the working capital requirements for its on-going projects and to sustain the business operations
for the next iwelve months. The Company is exposed to certain risks for significant negative working capital as indicated on the balance sheet, which increases
the concern for management’s ability to fulfill the Company s working capital requirements as well as the ability to continue us a going concern. The risk is
mainly the result of a high level of short-term bank borrowings pursusnt to which China RuiTai has a proven record of excelient credit history with the Jocal
bank fos the past ten years. We do not believe additional debt financing from the bank 1o fulfill the working capital requirements will be an issue due to the track
record of the Company's credit history and the solid refationship with the local bank. In the event of a default under the bank borrowings, the Company has a
$37.481,694 commercial leasing asset, “Taishan Building™. located at Building No. 36, Xibahe Dongli, Chaoyang Districr, Beijing, which can be sold in the open
markel.,

Resuits of Operations for the Three Month Period Ended June 30, 2011 Compared to the Three Month Period Ended June 30, 2010

Revenue

Revenue. During the three month period ended June 30, 2010, we had revenues of $11,722,184 compared to revenues of $11.171.175 during the three month
period ended June 30, 2010, an increase of 4.93%. The increase in revenue was primarily attributable 10 (i) the increase in the product prices; and (i) the change
in our sales strategy. In April 2011, we started to merge into high-cnd pharmaceuticat products and the PVC sector, focusing on the Hvdroxyethyl Cellulose
{"HEC™) market.

Costof Sales, During the three month period ended June 30, 2011, our cost of sales was $8,001,818 compared to costs of sales of $8,222,567 for the thiee
month period ended June 30, 2010, a decrease of 2.68%. This decrease in cost of sales resulted in an improvement in energy savings.

Operating Expenses
Our operating expenses are divided into selling expenses and general and administrative expenses, both of which ure discussed below:
Selling Expenses. Selling expenses, which consist of sales commissions, freight charges, wavel and other selling expenses. totaled $604.,849 for the three month

period ended June 30, 2011, compared to the selling expenses of $530,310 for the tpree month period ended June 30, 2010, an increase of 14.06%. This increase
results primarily from an increase of freight charge. ) '




General and Administrative Expenses. General and administrative expenses totaled $660,283 for the three month period ended June 30, 2011 compared to
$215,858 for the three month period ended June 30, 2010, an increase of 205.89%. The main reason for the increase can be atiributed to (i} employees payroll
increase according to China’s inflation rate: and (i) a $422.988 increase in bad debt cxpense in the three month period ended Junc 30, 2011

Income From Operations

For the three month period ended June 30, 2011, our income {rom operations was $2,455,234 compared to income from operations of $2,202,440 for the three
month period ended June 30, 2010, an increase of 11.48%. This incrense was primarily auributable o higher sules and lower cost of sules net of increases in
operating activities. :

Commercial Leasing Income and cost

For the three month period ended June 30, 2011, our commercial leasing income was $373,832 as compared 1o $311,774 for the three month period ended June
30, 2010, an increase of 19.90%. The increase was due o annual renta) increase as agreed in the contract, as well us the appreciation of RMB. Rental income was
from an acquired commercial property in Beijing. On December 31, 2009, we entered into a Set-Off Agreement with our related party. Shandong Ruitai. TaiAn,
our subsidiary, agreed to allow Shandong Ruitai to sitisfy a total of $31.745.649 in debt owed by Shandong Ruitai in return for Shandong Ruilai’s transfer of
100% of its ownership interest in real property located in Beijing, China, commonly known as Taishan Building. As a result, starting in the first quarter of 2010,
the Taishan Building has generated rental income of S373,832 for the three month period ended June 30, 2011,

Intercst Income

For the three month period ended June 30, 2011, our interest income was S90,940 compared 10 interest income of $175,432 for the three month period ended
June 30, 2010, a decrease of $84,492, or 48.16%. The decrease of interest income is because of a decrease of our average cash and restricted cash deposit in the
bank.

Interest Expense
For the three month period ended June 30, 2011, we incurred interest expense in the amount of $796,829 compared to interest expense of 550,610 for the three

month period ended June 30, 2010, an increase of 44.72%. The increase in interest expense resuhted primarily from an increase of the weighted-average interest
rate for the bank loan in China, us well as the large increase of the interest paid for discounted notes receivable.

Income Tax Expense
Our income tax expense was $531,859 for the three month period ended June 30, 2011 compared 1o $477,076 for the three month period ended June 30, 2010, an

increuse of $54,783, or 11.48%. This increase can be primarily atiributed 10 an increase in profits before income taxes und an increase of minority interest from
S1,908.305 in the three month period ended June 30, 2010 10 $1,915.563 for the three month period ended June 30, 2011, an overal! increase of 0.38%.

Net Income attributable to China RuiTai

We had net income of $1,369,869 for the three month period ended June 30, 2011 compared to $1,416,917 for the three month period ended June 30, 2010, a
decrease of $47.048, or 3.32%. This decrease is primarily attiributable to an increase in operating expenses.

Total Current Assels and Tota) Assels

As of June 30, 201 1: (i) our to1a) current assets were $72,762 881 as compared to total current assets of $54,837,199 w1 December 31, 2010, an increase of
$17,925,682, or 32.69%; and (ii) our to1al assets were $129,617,415 as of June 30, 2011 compared to $110,977,58Y as of December 31, 2010, un increase of
518,639,826, or 16.80%. Our 1otal assets increased due to changes that we experienced in cash and cash equivalents, restricied cash. accounts receivable, and
notes receivable, al of which ore discussed below.
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Cush and Cash Equivalents. As of June 30, 2011, vur cash and cash equivalents were 517,994,188 us compared to $25,286,619 at December 31, 2010, i decrease
of 87,292,431, or 28.84%. This decrease was primarily attributable to the additional cash required to be deposited as restricted in the bank to serve as collateral
for increased notes payable.

Restricted Cash. As of June 30, 2011, our restricted cash was $24,075.507 as cumpnn.d to $10,254,394 at December 31, 2010, an increase of $13,821,113, or
134.78%. The Company is required 10 make restricted security depoﬂilﬁ between 58% and 100% of the face amount of the notes with the banks until the notes
are settled. This increase was primarily attributable to an overall increase in notes payable.

Accounts Receivable. As of June 30, 2011, our accounts receivable were $10,267,874 as compared to $4.896,663 at December 31, 2010, an increase of
$5.371,209, or 109.69%. This increase was primarily itributable 10 the effort in developing our mdrkeung strategy to strengthen our sales by extending the
accounts receivables payback period 1o altract our customers.

Advance to suppliers, As of June 38, 2011, we have an advance 1o suppliers of $2,104,015 as compared to $1,171,477 at December 31, 2010, an increase of
$932,538, or 79.6%. This increase was primarily attributable to the corresponding increase attributable to our prepaymenis to our suppliers 1o secure favorable
raw material prices.

lnventories, As of June 30, 2011, we had inventories of $11,454,083 as compared 10 39,468,211 as of December 31, 2010, un increase of $1,U85.872, or 20.97%
‘The increase in inventorics from 2011 to 2010 was the result of the decrease in construction products sale.

Total Current Liabilities

As of June 30, 2011, our total current Hubilities were SY6,876,768 as compared to $81,072,866 a1 December 31, 2014}, an increase of $15.803,902, or 19.49%
This increase was primarily attributable to changes in notes payable, and duc to related parties as discussed below.

L\J_O(g_fl.mb_!g. As of June 30, 2011, our notes payable were $11,759,245 as compared to $15,124,474 as of December 31, 2010, a decrease of 33,365,229, or
22.25%. This decrease was agtributable to the changes in the suppliers’ preference of payment method.

Duge 1o related parties. As of June 30, 2011, due 1o related parties were $567,327 as compared to $2,526,474 as of December 31, 2010, a decrease of $1.Y39,147.
or 77.54%. The decrease in due to reluted parties was attributable to continued repayment of the money owed to the related parties to lower interest expense.

Operating Activities

Net cash of $23,323,988 was used in operating activitics during the six month period ended June 3}, 2011 compared to net cash used-in operating activities of
$532,070 during the six month period ended June 30, 2010, representing a difference of $22,791,918. The increasc in net cash used by our operating activities
was primarily attributable to the following five reasons: (i) 8 $13,442 342 increase in restricted cash for the six month period ended June 30, 2011 and o
52,346,400 increase in restricted cash for the six month period ended June 30, 2010, a net change of $11,095,942. The increase in restricted cash is in proportion
10 the increase in notes payable; (i) there was a $1,749,315 increase in inventories for the six month period ended June 30, 2011 and a $732,041 decrease in
inventories for the six month period ended June 30, 2010, a net change of $2,481,356. The increase of inventories is 4 result of an increase in the price of raw
materials; (iii) there was a4 $1,164,805 increase in advance to suppliers for the six month period ended June 30, 2011 and & $29,570 increase in advance 1o

- suppliers for the six month period ended June 30, 2014, a net chunge of $1,135,235; (iv) there was a $623,931 decrease in accounts payable for the six month
period ended June 30, 2011 and 2 $1,492,701 increase in sccounts pavable for the six month period ended June 30, 2010, a net change of $2.116,632, which was
due to our prompt payment 1o our supplier to secure favorable raw material prices in 201 15 and (v) there was a $3,674,444 decrease in the notes payables for the
six month period ended June 30, 2011 and a $1,613,150 decrease in notes payables for the six month period ended June 30, 2010, u net change of $2,061.294,
which reflects the Company s flexibility in choosing the payment method 1o our suppliers which will be most favorable 1o the Company.
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Investing Activities

During the six month p.eriud ended June 30, 2011, the net cash provided in investing activities was $574,955 us compared 1o net cash used in investing activities
of $1.369.347 for the six month period ended June 30, 2010, 1 decrease of $794,392. This decrease was primarily attributable to the decrease in the purchase of
the equipment.

Financing Activities

During the six month period ended June 30, 2011, the net cash provided by financing activities was $16,109,206 as compared 10 net cash used in financing
uct‘ivi!ies of $3,815,953 for the six month period ended June 30, 2010, an increuse of $12,293,253. This change in financing activitics was primarily auributable
1o increasing approximately $20.9 million of loans by utilizing a note payable from the related party and decrease of net loan of SK.5 million, as a result of
increased net cash for financing activities.

OIF Balance Sheet Arrangements

As of June 30, 2011, the Company hus unconditionally guaranteed certain loans and notes for third-party enterprises in the aggregate amount of $45,011,925,
These third-party enterprises, in turn, have guaranteed loans for the Company in the aggregate amount of $23,209,036 as of June 30, 201 1. The unconditional
guarantees made by the Company require payment from the Company in the event of defauli on payment by the respective debtor and, if the debtor defaults, the
Cciimp;mydmray be required to pay amounts outstanding under the related agreements in addition 1o the principal amount guaranteed, including accrued interest
and refated fees. ’

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Not Applicable.

ITEM 4. CONTROLS AND PROCEDURES '

Disclesure controls and procedures

The Securities and Exchange Commission defines the term “disclosure controls and procedures™ to mean the company’s controls and other procedures of un
issuer thal are designed to ensure that information required 1o be disclosed in the repons that it files or submits under the Sccurities Exchange Act of 1934 s
recorded, processed, summarized and reporled, within the time periods specified in the Sccurities and Exchange Commission’s rules and forms. Disclosure
controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by an issuer in the
reporis that it files or submits under the Securitics Exchunge Act of 1934 is accumulated and communicated to the issuer’'s management, including its principal
executive and principal finuncial officers, or persons performing similar functions, #s appropriate to allow timely decisions regarding required disclosure. The
Company maintains such a system of controls and procedures in an effort to ensure that all information which it is required to disclose in the reports it files under
the Securities Exchange Act of 1934 is recorded, processed, summarized and reporied within the time periods specified under the SEC's rules and forms and that
information required to be disclosed is sccumulated and communicated to principal executive and principal financial officers 10 allow timely decisions regarding

disclosure,

As of the end of the period covered by this report, we carried out an evaluation, under the supervision and with the participation of our chief exceutive officer
and chief financial officer, of the effectiveness of the design and operation of our disclosure controls and procedures, Based on this evaluation, our chief
executive officer and chicef financial officer concluded that our disclosure controls and psocedures are designed to provide reasonuble assurance of achieving the
abjectives of timely alerting them to muterial information required to be included in our periodic SEC reporis und of ensuring that such information is recorded.
processed, summarized and reported with the time periods specified. Qur chief exccutive officer and chief financisl officer also concluded that our disclosure
controls and procedures were effective as of the end of the period covered by this teport to provide reasonable assurance of the achievement of these objectives.
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Changes in internal control ever financial reporting

There was no change in our internal control over financial reporting that occurred during the three months ended June 34, 2011 that has materially sffected, or is
reasonably tikely to materially affect, our internal control over financial reporting.

PART - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are not a party 1o any pending legal proceedings, and no such proceedings are known 10 be contemplated. None of our directors, officers or affitiates, and no
owner of record or beneficial owner of mare than 5.0 of our securities, or any associate of any such director, officer or security holder is i party adverse 10 us
or has a misterial interest adverse 1o us in reference to pending fitigation.

ITEM 1A,  RISK FACTORS

Not Applicable.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None. ’

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

Nose.

iTEM 4. {REMOVED AND RESERVED)

ITEM s. OTHER INFORMATION

None,

ITEM 6, EXHIBITS

(@)  The following exhibits are filed herewith:

Exhibit

Number Description
313 Centification of Principal Exccutive Officer pursuant 1o Section 302 of the Sarbanes-Oxley Act of 2002.
312 Centification of Principal Financial Officer pursuant to Scction 302 of the Surbanes-Oxley Act of 2002.
321 Certification of Principal Execative Officer pursuant to Section 906 of the Surbanes-Oxley Act of 2002,
322 Centification of Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant 10 the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

CHINA RUITAI INTERNATIONAL HOLDINGS CO,, LTD.

Date: August 15, 2011 By: /5] Dian Min Ma
Dian Min Ma, Chiefl Executive Officer
{Principal Executive Officer)

Date: August 15, 2011 By: /s/ Gang Ma

Gang Ma, Chiel Financial Officer
(Principal Financial Officer and Chief Accounting Officer)




Exhibit 31.1

CERTIFICATION

1, Dian Min Ma, certify tha

1.

v

e

I have reviewed this Quarterly Report on Form 10-Q of China Ruitai International Holdings Co., Ltd.;

Based on my knowledge, this report does not contain any untrue stalement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respeci to the period covered by this report:

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
finuncial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and 1 are responsible for establishing and maintaining disclosure contrals and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e}) and internal conirol over financial reporting (as defined in Exchange Act Rules 13a-15(€) and 15d-15(0)
for the registrant and have:

()

]

()

(d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures ta be designed under our supervision, to
ensure that material information relating 1o the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared:

Designed such internal control over {inancial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial Statements for
external purposes in accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls und procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report bused on such evatuation; and

Disclosed in this report any change in the registramt’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual reporl} that hus materially affected, or is reasonably likely to
materially affect, the registrant’s internad contro! over financial reporting; and -

The registrant’s other certilying officer(s) and I have disclosed, based on our most recent eviluation of internal control over finuncial reporting, to the
registrant’s auditors and the andit committee of the registrant’s board of directors (or persons performing the equivalent functions):

@)

(b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial repornting which are reasonably
likely to adversely affect the registrant’s ability to record. process. summarize and repor financial information; and

Any fraud, whether or not material. that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: August 15, 2011 By: /s/ Dian Min Ma

Dian Min Ma, Chief Executive Officer




Exhibit 31.2

CERTIFICATION

1. Gang Ma, certify that:

1.

I have reviewed this Quarterly Report on Form 10-Q of Chiny Ruitai Internationat Holdings Co., Lid.;

Bascd on my knowledge, this report does not contain any untrue stalement of a material fact or omil to state o material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect 1 the period covered by this report:

Based on my knowledge, the financial statements, und other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of ihe registrant as of, and for, the periods presented in this report:

The registrai'll's other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controt vver financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(1)
for the repistrant and have: i

(a)

()

{c)

td)

Designed such disctosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision. fo
ensure that material information relating 10 the registran, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

Evaluated the effectivencess of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by 1his report based on such evaluation; and

* Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an unnual report) that hus materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting, 10 the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

()

(b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
tikely to adversely affect the registrant’s ability to record. process, summarize and report financial information; und

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: August 15, 2011 By: s/ Gang Ma

Gang Ma, Chief Financial Officer




Exhibit 32.1
CERTIFICATION

The undersigned officer of China Ruitai International Holdings Co., Lad. (the "Company™) hereby certifies that, to his krowledge. the Company s Quarterly
Report on Form 10-Q 1o which this cenification is attached (the “Report™), as filed with the Sccuritics and Exchange Commission on the date hereof, fully
complics with the requirements of Section 13(a) or 15(d), as applicable, of the Sccurities Exchunge Act of 1934, s amended (the “Exchange Act™). and that the
information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 15, 2041 By: /s/ Dian Min Ma

Dian Min Ma, Chief Executive Officer




Exhibit 32.2

CERTIFICATION

The undersigned officer of China Ruitai International Holdings Co.. Lid. (the “Company™) hereby certifies that, 10 Iis knowledge. the Company’s Quarterly
Report on Form 10-Q to which this centification is attached (the “Report™, as filed with the Securitics and Exchange Commission on the date hereofl. fully
complics with the requirements of Section 13{s) or 15(d), as applicable, of the Securities Exchange Act of 1934, as amended (the “Exchange Act™). and that the
information contained in the Report fairly presents, in al) material respects, the financial condition and resulis of operations of the Company.

Js/ Gang Ma
Gang Ma, Chief Financial Officer

Date: Avgust 15,2011 By:




EXHIBIT “D”



UNITED STATES OF AMERICA
SECURITIES AND EXCHANGE COMMISSION

ATTESTATION

I HEREBY ATTEST

that:
Attached is copy of Form 10-Q, quarterly report, for the quarter ended
September 30, 2011, received in this Commission on November 14, 2011,
under the name of China Ruitai International Holdings Co., Ltd., File
No.000-04494, pursuant to the provisions of the Securities Exchange Act of
1934,

Digitally signed by BARBARA VOLPE
B A R B A R DN ¢=US, 0=U.5, Government,
ou=Securities and Exchange

Commission, cn=BARBARA VOLPE,

on file in this Commission 09.2342.19200300.100.1.1=500010
02682173

- November 22,2013 Date: 2013.11.22 12:50:28 -05'00°

SEC 334 (9-12)

Date Barbara J. Volpe, Management and Program Analyst

It is hereby certified that the Secretary of the U.S, Securities and
Exchange Commission, Washington, DC, which Commission was
created by the Securities Exchange Act of 1934 (15 U.S5.C. 78a et

~ seq.) is official custodian of the records and files of said Commission,
and all records and files created or established by the Federal Trade
Commission pursuant to the provisions of the Securities Act of 1933 and
transferred to this Commission in accardance with Section 210 of the
Securities Exchange Act of 1934, and was such official custodian at the
time of executing the above attestation, and that he/she, and persons
holding the positions of Deputy Secretary, Assistant Director, Records
Officer, Branch Chief of Records Management, and the Program Analyst
for the Records Officer, or anyone of them, are authorized to execute
the above attestation.

For the Commission

4 Secretary v
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PART I—-FINANCIAL INFORMATION

The statements comtained in this guarterly report on Form 10-Q, including under the section titled “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and other sections of this quurterly report, include forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, including, without limitation, statements regarding our
or onr 8 's expeciations, hopes, beliefs, intentions or strategies regarding the future. The words “believe,” “may,” “will," “estimate,” “conminue,”
“anticipate,” “intend, " “expect,” “plan" and similar expressions may identify forward-looking statements, but the absence of these words does not mean that a
statement is not forward-lovking. The forward-looking statements comained in this quarterly report are based on our current expeciations and beliefs
concerning fuiure developments and their potential effects on us. There can be no assurance that future developments affecting us will be those that we have
amicipated. These forward-looking statements involve a number of risks, uncertainties (some of wihich are beyond our conirol) or other assumptions that may
cause actual resulls or performance 1o be materiolly different from those expressed or implied by these forward-looking statements. Should one or more of these
risks or uncertainties materialize, or should uny of our assumptions prove incorrect, uctual results may vary in material respecis from those projected in these
forward-looking statements. We underiake no obligation 1o update or revise any forward-looking statements, whether as a result of new information, future
events or otherwise, except as may be required under applicable securities laws. Unless the content otherwise requires, all references 1o “we,” “us,” the
“Company"” or “China Ruitai” in this Quarterly Report on Form 10-Q refers 1o Ching Ruitai international Holdings Co., Ltd.

ITEM 1.  Financial Statements

CHINA RUITAL INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Consolidated Balance Sheets -

September 30, 2011 December 31, 2010

(Unaudited)
ASSETS
Current Assets:
Cash and cash equivalents : 5 6,816,329 S 25,286,619
Restricted cash 25,274,142 10,254,394
Accounts receivable, net 9,699,960 4,896,665
Notes receivable 3,084,732 2,736,496
Advances to suppliers, net 2,274,509 1,171,477
invenlories 11,337,856 9,468,211
Other receivables, net 5,2H),959 1,023,337
Due from related party 9,600,829 -
Total current assets 73,295,316 54,837,199
Property and equipment, net 14,287,803 14,014,923
Commercial leasing assets, net 37,612,060 37.079,584
Advance payment for equipment purchase 54,049 .
Land use righis, net 5,126,356 5,045 883
TOTAL ASSETS S 130,375,584 $ 110,977,589
LIABILITIES AND EQUITY
Current liabilities:
Short-1erm bank loans 3 37,480,084 3 42,339,454
Long-term loan, current portion 1,171,546 -
Accounts payable 7,167,471 7,691,017
Notes payable 4,373,770 15,124,474
Notes payable- related party 34,677,747 3,024,895
Advances from customers 1,134,199 687,408
Due to related party . - 2,526,474
Income tax payable 1,258,466 4,336,457
Other puyables 3,360,023 3,872,549
Loan from employees _ 2025823 1,470,138
Total current liabilities . 92,649,129 81,072,866
Long-term loan 3,514,636 .-
Total Liabilities 96,163,765 81,072,866
Commitments and contingencies
Equity
Sharcholders’ equity:
Common stock {5.001 par value; 50,000,000 shares authorized avthorized
shares issucd and outstanding 26,000,000 as of September 30,
2011 and December 31, 2010) ’ 26,000 26,000
Additional paid-in capital 2,945,195 2,908,171
Statutory reserve 1,369,652 1,364,652
Retained earnings 26,255,116 23,043,387
Accumulated other comprehensive income : 3,278,887 2,264,049
Total China Ruitai Sharcholders’ Equity 33,874,850 29,611,259
Non-controlling interest : 336,969 293 464
Total Equity 34,211,819 29,904,723

TOTAL LIABILITIES AND EQUITY 3 130375584 8 110,977,589
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CHINA RUITAL INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Consolidated Statements of Income and Comprehensive Income

{Note: The cost of sales includes hot sieam purchased from a related party, bui the precise amount could not reasonably be determined, see note 13)

(Unaudited)
Three months ended September 30,  Nine months ended September 30,
2011 2010 2011 2000
Sales $ 10955475 S 11,180,701 5 32264476 $ 32,590,132
Cost of sales (See note below) 8,693,366 7,590,381 23,479,317 22,742,820
Gross margin 2,262,149 3,590,320 8,785,159 9847312
Operating expenses:
General and administrative expenses 648,200 436,218 2029978 936,328
Selling expenses 515979 432,914 1,649.357 1,322,299
Total operating expense 1,164,179 869,132 3.679,335 2,258,627
Income from operations 1.097,930 2,721,188 5,105,824 7,588,683
Other income/(expense)
Interest income 1427,060 267,465 1,205,441 834,077
Interest expense (752,579 (536,097) (2.289,361) (1.663,194)
Commercial leasing income 377,871 305,767 1,120,486 920,724
Cost of commercial leasing (227,208) (215,831) (673.433) (643961}
Other income/{expense) {3,754) {9.812) 7,239 11,875
‘Tofal other income/(expense), net 421,398 {188,508) (629.628) (542 479)
Income before income tax expense 1,519,328 2,532,680 4.476,196 7.046,206
- Income tax expense 401,816 633,170 1.231,651 1,756,548
Net income before allocation to non-controlling interests 1,117,512 1,899,510 3,244,545 5,289,658
Less: Net income attributable to non-controlling interests 11,545 18,995 32816 52,696
Net incomne attributable to China Ruitai 1,105,967 1,880,515 3211729 5.236,962
Comprehensive income
Net Income before allocation to non-controlling interest 1,117,512 1,899,510 3,244,545 5,289,658
Foreign Currency Translation Adjustment 316,636 440,007 1.025.527 610,963
Comprehensive Income s 1,434,148 § 2,339,517 S 4,270,072 §$ 5900621
Less: Comprehensive income attributable 10 non-controlling interests 14.898 23,395 43,505 58,826
Comprehensive Income Attributable to China Ruitai 3 1419250 3§ 2316122 3% 4,226,567 S 5.841,795
Earnings per share - Basic and diluted 3 004 3 ‘007 3 0.12 8 0.20
Weighted average number of common shares outstanding-Basic and diluted 26,000,000 26,000,000 26,000,000 26,000,000

See notes to unaudited consolidated financial statements.




CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDMARIES

Cash Rlows from operating activities:

Consolidated Statements of Cash Flows
(Unaudited)

" Net income before allocation to non-controlling interests

Adjustments to reconcile net income before non-controlling interests to net cash used in operation activities

Depreciation

Amortization of land use rights

Bud debt provision

Loss on disposal of equipment

Stock based compensation
Changes in operating assets and liabilities:

Restricted cash

Accounis receivable

Notes receivable

Advances to suppliers

inventories

Other receivables

Accounts payable

Notes payable

Other payables

Advances from customers

Income tuxes payable

Net cash (used in)/provided by operating activities

Cash flows from investing activities:
Advanced payment 1o purchase equipment
Purchase of property and equipment

Net cash used in investing activities

Cash flows from financing activitics:
Proceeds from bank loans
Repayment of bunk loans
Proceeds from loan from a related party
Repayment of loan from a related party
Repuyment of foan from employee

Nei cash provided by financing activities

Effect of foreign exchange rate fluctuation on cash and cash equivalents
Net {decrease) increase in cash and cash equivalents

Cash and cash equivalents- beginning of period

Cash and cash equivalents-end of period

Supplementary disclosure of cash flow information:

Cash paid for interest expense
Cash paid for income tax

See notes 1o unaudited consolidated financiul stutements
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Nine months ended September 30,

2011 2010
S 3244545 S 5.289.658
1,872,051 1,771,706
83,686 54,395
1316,363 (239,125)
3518 -
37,024 .
(14,448,202) 16.769.400
{4,712,792) (3.659.692)
(254.330) 5.696.019
(2,250,276) 461,144
(1.534,086) 757,691
(4.197,290) (1,127.529)
(763.410) 1,081,040
(11.,066,708) (25.007,000)
(629,316) 1,212,374
417,447 1,198,451
(3.168,666) 953.24)
(36,050,442) 5,247,773
(1.018,803) {1,593.008)
91,364 .
(927,439) {1,593 4108)
33,190,901 37,648,778
(34.727.943) (25.,880.774)
31,048,263 .
(12,014,621) (4.046,323)
499331 28.215
17,995,931 7.749.892
511,660 439,800
(18.470,290) 11404657
25,286,619 10,174,528
S 6816329 S 22019075
S 2289361 S 1.665.194
S 4397898 § 303,069




CHINA RUITAT INTERNATIONAL HOLDINGS CO., LTD. AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements

1. ORGANIZATION AND DESCRIPTION OF BUSINESS

China Ruitai Intenational Holdings Co.. Lid. (“China Ruitai™ or the “Company ™} was initially organized under the laws of the State of Delaware on November
15, 1955 as Inland Mineral Resources Corp. The Company subsequemly changed its name to Parker-Levitt Corporation, and in 1997 changed its name to
Commescial Property Corporation. In 2006, the Company changed its name to Shandong Ruitai Chemical Co., Lid. On March 12, 2007, the Company changed
its name to China Ruitai International Holdings Co., Lid. Since February 26, 2007, the Company’s fiscal year end is December 31.

On August 29, 2007, the Company entered into a Share Exchange Agreement with Pacific Capital Group Co., Ltd., (“Pacific Capital Group™), a corporation
incorporated under the laws of the Republic of Vanuaty, and the Sharcholders of Pacific Capital Group (the “Shareholders™). Pumuant to the Share Exchange
Agreement, the Shareholders agreed (o transfer all of the issued and outstanding shares of common stock in Pacific Capital Group to the Company in exchange
for the issuance of an aggregute of 22,645,348 shares of the Company's common stock. thereby causing Pacific Capital Group to become a wholly-owned
subsidiary of the Company and TaiAn RuiTai Cellulose Co., Ltd. (" TaiAn Ruitai™), Pacific Capital Group's majority-owned operating subsidiary, a Chinese
limited liability company, 1o become a majority owned subsidiary of the Company. The partics closed the share exchange contemplated by the Share Exchange
Agreement on November &, 2007,

Pacific Capital Group was incorporated on November 23, 2006 under the luws of the Republic of Vanuatu as a holding company, for the purposes of secking and
consummating @ merger of scquisition with a business entity. On April 26, 2007, following the approval by the relevant governmental authorities in the People’s
Republic of China (the “PRC™), Pacific Capital Group acquired a Y9% ownership interest in TaiAn Ruitai, which was formed in the PRC on November 10, 1999
with registered capital of $2,391,840. As a result of the transaction, TaiAn Ruitai became a Y9% majority-owned subsidiary of Pacific Capital Group.

TuiAn Ruitai is the only one of these affiliated companies that is enpaged in business operations. China RuiTai and Pacific Capital Group are holding companies.
whose business is 10 hold an equily ownership interest in TaiAn Ruitai, TaiAn Ruitai is engaged in the production, sales, and exportition of deeply processed
chemicals, with a primary focus on non-ionic celiulose ether products. TaiAn Ruitai’s assets exist solely in the PRC, and its revenaes are derived from its
operations therein.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

The accompanying unaudited consolidated financial statements of the Company have been prepared in accordance with accounting principles generally accepted
in the United States of America ("GAAP™) and include the finuncial statements of the Company and its subsidiaries. All significant intercompany transactions
and balances have been eliminated on consolidation.

in addition, the Company s unaudited consolidated financial statements have been prepared on a going-concern basis which contemplates the realization of
assets and liquidation of liabilities in the normal course of business. As of September 30, 2011 and December 31, 2010, the Company had significant negative
working capital $19,353,813 and $26,235,667, respectively, which raises substantial doubt about the Company's ability to continue as a going concern. The
ability of the Company to continue 2s a going concern is dependent on the Company obtaining necessary financing or achieving o consistently profitable level of
operations. If the Company is unable to obtain adequate capital, it could be forced 1o cease operations.




In order (o continue as a going concern, the Company will need, among other things, sdditional capital resources. Management's plan is 1 obtain such resources
for the Company by obtaining capital from management and significant shareholders sufficient to meet its minimal operating expenses and seeking equity and/or
debt financing. However management cannot provide any assurances that the Compuny will be successful in accomplishing any of its pluns.

The accompanying financial statements do not include any adjustments that might be necessary if the Company is unable to continue s a going concern.

The accompanying unaudited consolidated financial statements us of September 30, 201 1, and for the three months and nine months ended September 30, 2011
and 2010 have been prepared in accordance with United States GAAP for interim financial information and with the instructions to Form 10-Q and Rule 8-03 of
Regulation S-X applicable to smaller reporting companies. In the opinion of 2 all adj 1s necessary for a fair statement of the results for the
interim periods have been made, and all adjustments are of a normal recurring nature {or a description of the nature and amount of any adjustments other than
normal recurring adj) ). The unaudited consolidated interim financial statements should be sead in conjunction with the Company's audited consolidated
finuncial statements and notes thereto for the year ended December 31, 2010 that are included in the Company’s 2010 Annual Report on Form 10-K filed with
the Sccurities and Exchange Commission and the interim financial statements are not indicative of the results for the year.

Principle of consolidation

The consolidated financial statements include China Ruitad, Pacific Capital Group and TaiAn RuiTai. Al inter-company transactions and balances have been
¢liminated in consolidation.

Non-controlling interest represents the ownership interests in the subsidiary that are held by owners other than the parent. In December 2007, the Financial
Account Standards Board ("FASB™) issued “Non-controlling Interests in Consolidated Financial Statements — an amendment of ARB No. 317, ASC Topic 810-
10. ASC 810-10 requires that the non-controlling interest is reported in the consolidated staterment of financial position within equity, separately from the
parent’s equity and that net income or loss and comprehensive income or Joss are attributed 10 the parent and the non-controlling interest. If losses attributable to
the parent and the non-controlling interest in a subsidiary exceed their interests in the subsidiary's equity, the excess, and any further losses sttributable to the
parent and the non-controlling interest, is attributed to those interests.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
amounts reported and disclosed in the financiul statements and the accompanying notes. Actual results could differ materially from these estimates. Management
cvaluates the estimates on an ongoing basis, including those related to accounts reccivable and useful lives of property and equipment, fair values of warrant to
purchuse our common stock, and income taxes. We base our estimates on historical experience and on various other assumptions that are believed to be
reasonable, the-results of which form the hasis for muking judgments about the carrying values of assets and liabilities.

Accounts Receivable

Accounts receivable represent amounts carned and are collectible from customers. Accounts receivable are stated at the amount the Company expecls (o

collect. The Company maintains alHowances for doubtful accounts for estimated losses resulting from the inability of its customers to make the required
payments and uses the specific identification method 10 record such allowances. Management of the Company considers the following factors when determining
the collectability of accounts receivable: a customer’s credit-worthiness, past collection history, and changes in a customer’s payment terms. Allowance for
doubtful accounts is made based on any specifically identified accounts receivable that may become uncollectible.




Inventery

Inventories are stated at the lower of cost or market value. Actual cost is used 10 value raw materials and supplies. Finished goods and work-in-progress are
valued using the weighted-average-cost method. Elements of costs in finished goods and work-in-progress include raw materials, direct labor, and manufacturing
overhead. Provision for diminution in value on inventories is made using specific identification method. .

Revenue Recognition

The Company recognizes revenue when the earnings process is complete. This generally occurs when products are shipped to unaffiliated customers or picked
up by unaffiliated customers in the Company’s warchouse, title and risk of Joss have been transferred, collectability is reasonubly assured and pricing is fixed or
determinable. The corresponding freight-out and handling costs are included in the selling expenses.

The Company does not provide an unconditional right of return, price protection or any other concessions 1o i1s customers. Sales returns and other allowances
have been immaterial in our operation.

Commercial leasing income is recognized ratably aver the period of the commercial lcasing asset rent contract. The commercial leasing asset is Taishan
Building, which is located in Beijing and is entircly rented to Beijing Shengmei Hotel Management Company.

Impairment of long-lived assets

In accordance with Impairment or Disposal of Long-Lived Assets Subsections of ASC Subtopic 360-10, Property, Plant, and Equipment - Overall, long-lived
assets, such as property, plant and equipment, and purchased intangible asset subject to amortization, are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an assel may not be recoverable. If circurnstances require a Jong-lived asset or usset group be tested for
possible impairment, the Company first compares undiscounted cash flows expected to be gencrated by that asset or asset group 1o its carrying value. If the
carrying value of the long-lived asset or asset group is not recoverable on an undiscounted cash flow basis, impairment is recognized to the extent that the
carrying value exceeds its fair value. Fair vatue is determined through various valuation techniques including discounted cush flow models, quoted market values
and third-party independent appraisals, as considered necessary, No impairment of long-tived assets was recognized for the three months and nine months ended
September 30, 2011 and 2010,

Recently issued accounting pronouncements

In May 2011, the FASB issued ASU No. 2011-04, “Amendments to Achieve Common Fair Value Meuasurement and Disclosure Requirements in U.S, GAAP
and IFRSs", which is not expected to have a materinl impact on the consolidated financinl statements upon adoption.

In June 2011, the FASB issucd ASU No. 2011-05, “Presentation of Comprehensive Income™. Under the amendments in this ASU, an entity has two options for
presenting its total comprehensive income: to present total comprehensive income and its components along with the componenis of net income in-u single
continuous staternent, or in two separate but consecutive statements. The amendments in this ASU are required to be applied retrospectively and are effective for
fiscal years, and interirn periods within those years. beginning after December 15, 2011, with carly adoption permitted. The Company intends to conform 1o the
new presentation required in this ASU beginning with its Form 10-Q for the three months ended March 31, 2012, This pronouncement is not expected to have s
material impact on the consolidated financial statements upon adoption.

3. ACCOUNTS RECEIVABLE, NET

Accounts receivable are recognized and carried ul original sales amounts less un allowance for uncollectible accounts, as needed. Accounts receivable as of

September 30, 2011 and December 31, 2010 were:
September 30, 201 ) December 31, 2010

(Unaudited)

Accounts receivable s 11354209 S 6.356,24
Less: Allowance for doubtful accounts : (1,654,249) (1.459,539)

3 9,699,960 § 4,846,063
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Allowance for doubtful accounts movement for the nine months ended September 30, 2011 was:

December 31, Write- September
2010 Provision Reverse off 30,2011
Allowance for doubtful accounts S (1459539) $ (343,794) S 149084 § - S (1,654,249)

Allowance for doubtful accounts movement for the nine months ended September 30, 2010 was:

December 31, Write- September
2009 Provision Reverse off 30, 2010
Allowance for doubtful accounts S (1L606569) S (143458) § 139,70 8 - 8 (1,610.318)

4, NOTES RECEIVABLE

Notes reccivables of $3,084,732 as of September 30, 2011 and $2,736,496 as of December 31, 2010 represents bank acceptance notes the Company received
from customers for sales of products. The notes are with maturity duration of 3 1o 6 months, and are accepted by banks.

5. OTHER RECEIVABLES, NET
Other receivables mainly represent advances to sulesman and outside supplier agents for business and are recognized and carried at original amounts less un

atlowance for uncollectible accounts, as needed. Other receivables as of September 30, 2011 and December 31, 2010 were:
September 30, 2011 December 31, 2010

{Unaudited)
Other receivables s 6,431,899 S 2,106,923
Less: Allowance for doubtful accounts (1,220,940) (1.083,586)
S 5,210,959 § 1,023,337
Allowance for doubtful accounts movement for the nine months ended September 30, 2011 was:
December 3, Wrile- Sepiember
2010 Provision Reverse off 30,2011
Allowance for doubtful uccounts S (1,083.586) §  (201,752) $ 64398 S -8 (1,220,940)
Allowance for doubtful accounts movement for the nine months ended September 30, 2010 was:
December 31, Write- September
200 Provision Reverse off 30, 2010
Allowance for doubtful accounts $ (L164413) § (83.206) $ 162,191 % - S (1.085428)

6. ADVANCES PAYMENT, NET

Advances puyment arc recognized and careied ot original amounts less an allowance for uncollectible accounts, us needed. Advances payment as of September
30, 2011 and December 31, 2010 were:

10
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{1} Shortierm

September 30, 2011 December 31, 2010
{Unaudited)

Advances payment to suppliers $ 6,291,031 § 4,770,170
Less: Allowance for doubtful accounts (4,020,522} (3,598.693)
$ 2270509 S 1171477

Allowance for doubiful accounts movement for the nine months ended September 30, 2011 was:

December 31, Write- September
2010 Provision Reverse off 30, 2011
Allowance for doubtful accounts S (3.598,693) 8 (510,631) § 88802 § - $ (4,020,522)

Allowance for doubtful accounts movement for the nine months ended September 30, 2030 was:

December 31, Write- September
2009 Provision Reverse off 34, 20149
Allowance for doubtful accounis S (3.579949) S (243,306) S 257406 8 -8 (3,566,049)

{2) Longterm
September 30, 2011 December 31, 2010

(Unaudited)
Advances payment for equipment purchase s 1,021,598 $ 1,079.052
Less: Allowance for doubtful accounts {967,549) (1,079,052)
1) 54,049 S
Allowance for doubtful accounts movement for the nine months ended September 30, 2011 was:
December 31, Write- Seplember
2010 Provision Reverse of 30,2011
Allowance for doubtful sccounts S (1L.079052) § -8 111503 3 -3 (967.549)
Allowance for doubtful accounts movement for the nine months ended September 30, 2010 was:
December 31, Write- September
2009 Provision Reverse off 30, 2010
Allowance for doubtful accounts S (1,165915) $ - 8 149989 -8 (1,015926)

7. INVENTORIES

Inventories as of September 30, 2011 and December 31, 2010 consisted of the following:

1
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September 30, Pecember 31,
2011 2010
(Unaudited)
Raw materials S 3,436,184 S 3,791070
Work in progress 1,526,049 977,302 .
Finished goods 6,375,623 4.699.83Y
S 11,337,856 S 9.468,211

8. PROPERTY AND EQUIPMENT, NET
Property and equipment as of September 30, 2011 and December 31, 2010 consisted of the following:

September 3, December 33,

2011 2010
B {Unaudited)
Buildings S Y494323 S 4109630
Machinery and equipment 12539411 11,565,294
Office equipment and furniture 181,194 85364
Motor vehicles 607.996 557.167
22,822.924 21317455
Less: Accumulated depreciution : (8,748.668) (7,305,224)
14,074,256 14,12,23)
Construction in progress 213,547 2,692

S 14287803 S 14,014,923

The depreciation expenses were $406,074 and $391,065 for the three months ended September 30, 2011 and 2011, respectively; and $1.198,618 and $1,133.745
the nine months ended September 30, 2011 and 2014, respectively.

9. LAND USE RIGHTS, NET

Land use rights as of September 30, 2011 and December 31, 2010 consist of the following:
September 30, 2011 December 31, 200

: (Unaudiled)
Land use right S 5777895 S 5.594,381
Less: Accumulated amortization (651,539) (548.498)
s 5,126,356 S 5.045.883

Amortization expenses were $27,055 and $30,151 for the three months ended September 30, 2011 and 2010, respectively: and S83.686 and 584,395 for the nine
months ended September 30, 2011 and 2010, respectively.

10. COMMERCIAL LEASING ASSETS, NET

On December 31, 2009, Shandong Ruitai Chemicals Co.. Lid. {(“Shandong Ruitai”) (a related parly) and TaiAn Ruitai entered into a Set-Off Agreement to setile
the outstanding bakunce Shandong Ruitai owed to TaiAn Ruitai. Pursuant 1o the terms of the Set-Off Agreement, TaiAn Ruitai agreed o permit Shandong Ruitai
to repay a lotal of $31,745 649 by transferring 100% of Shandong Ruitai’s ownership interest in real estate property located in Beijing, China, commonly known
as Taishan Building, or Building No. 36, Xibahe Dongli. Chaoyang District, Beijing, China (“Taishan Building” or the “Property™). In conjunction with the Sei-
Off Agreement, the parties enguged an appraisal firm certified by tocal government to perform an independent appraisal of the Property. The firm appraised the
fair market value of the Property as of December 31, 2009 1o be $36,710,934.
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Taishan Building is u residential building with 47 apariments and is entirely rented (o Beijing Shengmei Hotel Management Company, operated as a budget
hotel, for a period ending March 31, 2028. The Company treats Taishun Building as commercial Jeasing assets and provides depreciation over 43 yeurs. The
fease may be lerminated at any time by any party.

Commercial lease assets as of September 30, 2011 and December 31, 2010 consisted of the following:

September 30, 2011 December 31, 2010

(Unaudited)
Buildings $ 39,207,723 § 37.940,688
Less: Accumulated deprecinion (1,595.663) (861,104)
3 37612060 $ 37.079,584

The depreciation expenses were $227,200 and $215.831 for the three months eaded September 30, 2011 and 2010, respectively; and S673.433 und $643.961 for
the nine months ended September 30, 2011 and 2010, respectively.

1L SHORT-TERM BANK LOANS

Short-term bank loans at September 30, 2011 and December 31, 2014 consist of the following:

September 30, 2011 December 31, 2010
(unaudited)

Loan from Feicheng Rural Credit Union with interest rate of 5.31%, guaranteed by Shandong Juyuan

Mining Group Co. Lid. & Mr. Lu Xingfu. Matured on January 19, 2011 S - S 1185510
Loan from Feicheng Rural Credit Union with interest rate of 5.31%, guaranteed by Shandong Juyuan

Mining Group Co. Lid. & Mr. Lu Xingfu. Matured on Junuary 19, 2011, - 1.255.331
Loan from Feicheng Rural Credit Union with interest rate of 5.31%, guaranteed by Shandong Juyuan

Mining Group Co. Lid. & Mr. Lu Xingfu. Matured on January 18, 2011. - 1,512,447
Loan from Bank of China Tuisn Branch with interest rate of 5.31%, guaranteed by Feicheng Acid

Chemicals Co. Ltd. Matured on May 28, 2011, ’ - LO58.713
Loun from Bank of China Taian Branch with infesest rate of 5.319%, guaranteed by Feicheng Acid

Chemicals Co. Lid. Matured on May 1,2011, - 1.361.203
Loan from Bank of China Taian Branch with interest rate of 5.31%, guarameed by Feicheng Acid

Chemicals Co. Ltd. Matured on April 14, 2011, - 1.512.447
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Loan from Bank of China Taian Branch with interest rate of 5.31%, guaranteed by Feicheng Acid
Chemicals Co. Lid. Matured on March 9, 2011,

Loan from Feicheng Rural Credit Union with interest rate of 6.67%, guaranteed by Shandong Juyuvan
Mining Group Co. Ltd. & Mr. Lu Xingfu. Matured on June 18, 201 1.

Loun from Weihai Commercial Bank with interest rate of 6.06%, guaranteed by Shandong RunYin
Biological Co., L1d., Matured on June 8, 2011. '

Loan from Agricultural Bank of China Wenyang Branch with interest rale of 6.06%, guaranteed by
Feicheng Golden Dragon Co., Lid., Matured on May 16, 2011.

Loan from Feicheng Rural Credit Union with interest rase of 5.31%, guaranteed by Shandong Acid
Chemicals Co., Ltd. & Mr. Lu Xingfu. Maturied on May 17, 2011

Loan from Bank of Chins Taian Branch with interest rate of 5.31%, guaranieed by Feicheng Acid
Chemicals Co. Lid. maturing on October 14, 2011,

Loan from Bank of China Taian Branch with interest rate of 5.31%, guaranteed by Feicheng Acid
Chemicals Co. Lid. Matured on Seplember 18, 2011,

Loan from Agricultural Bank of China Wenyuang Branch with interest rate of 6.67%, guaranteed by
Feicheng Golden Dragon Co., Lid., Maturing on October 19, 2011,

Loan from Agricultural Bank of China Wenyang Branch with interest rate of 0%, guaranteed by
Feicheng Golden Dragon Co., Ltd., Maturing on December 28, 201 1.

Loan from Shanghai Pudong Devetopment Bank Jinan Branch with interest rate of 6.06%, guaranteed
by Feicheng Acid Chemicals Co. Lid., Matured on Sepiember 2, 2011,

Loan from Citic Bank Qingdao Branch with interest rate of 6.67%, guaranieed by Mr. Lu Xingfu.,
Matured on September 28, 2011,

Loun from Shenzhen Development Bank Jinan Branch with interest rate of 6.06%, guarantecd by
Shangdong Ruitai Cellulose Co., Ltd., Matoring on November 26,2011,

1.562,0161

1,562,061

624824

4,656,182

2,208,671

1,512.447

3.024,896

3,024,895

907,468

1,512,447

1,966,182

1.512,448

604,979

6,049,700

3,024.8u6

4,537,342
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Loan from Qingdao Bank Jinan Branch with interest rate of 6.67%, guaranteed by Feicheng Acid
Chemicals Co. Lid., Matured on August 27, 201 1. - 4,537,342

Loan from China Communication Bank Tai'an Branch with interest rate of 6.44%, guaranteed by
Shandong Acid Chemicals Co., Ltd. Maturing on November 18, 2011, 1,562,061

Loan from Feicheng Rural Credit Union with interest rate of 6.06%, guaranteed by Shandong Juyuan
Mining Group Co. Ltd. & Mr. Lu Xingfu. Maturing on January 21, 2012, 1193414 .

Loan from Feicheng Rural Credit Union with interest rate of 6.06%, guaranteed by Shandong Juyuan
Mining Group Co. Lid. & Mr. Lu Xingfu. Maturing on January 21, 2012, 1,296,510 -

Loun from Feicheng Rural Credit Union with interest rute of 7.27%, guaranteed by Shandong Juyuan
Mining Group Co. Ltd. & Mr. Lu Xingfu. Maturing on January 29, 2012, 1.562,061 -

Loan from Bank of China Taian Branch with interest rate of 6.06%, guaranteed by Feicheng Acid
Chemicals Co. Ltd. Maturing on February 15, 2012, 4,998,594 -

Loan from Bank of China Taian Branch with interest rate of 6.06%, guaraniced by Shangdong Acid
Chemicals Co. Ltd. Maturing on February 16, 2012, 1,405.855

Loun from Feicheng Rural Credit Union with interest rate of 6.31%, guaraniecd by Shandong Acid
Chemicals Co., Lid. & My, Lu Xingfu. Maturing on May 16, 2012, 937,236 -

L.oan from Agricultural Bank of China Wenyang Branch with interest rate of 7.57%, guaranteed by
Shandong Acid Chemicals Co., Ltd., Maturing on May 19, 2012, 3,124,121 -

Loan from Bank of China Taian Branch with interest rate of 5.31%, guaranteed by Feicheng Acid
Chemicals Co. Lid. Maturing on September 15, 2012. 2,030,679 -

Loan from Qingdao Bank Jinan Branch with interesi rate of 7.54%, guaranteed by Feicheng Acid
" Chemicals Co. Ltd., Maturing on August 30, 2012, 4,686.382 -

Loan from Shanghai Pudong Development Bank Jinan Branch with interest rate of 7.22%, guaranteed
by Feicheng Acid Chemicals Co. Lid., Maturing. on September 2, 2012. 6,248,243 -
3 37480.084 S 42,339,454
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The interest expenses for the bank Joans were $717.607 and $536,097 {or the three months ended September 30, 2011 and 2010, respectively, and $2,024 362
and $1,665,194 for the nine months cnded September 30, 2011 and 2010, respectively. The weighted average intesest rates for bank loans were 6.44% and 3.38%
at September 30, 2011 and 2010, respectively. The Compuny paid off all matured short-term bank loans before the date the financial statements have been
issued.

12, LONG-TERM LOANS
In July 2011, the Company borrowed 54,686,182 from The Bank of China Feicheng Branch, with an interest rate equal to the {loating rate, guaranieed by

Shandong Yinbao Food Co. Lid. The interest rate shall be adjusted every 3 months, the first payment term exccutive interest rate is based on the 1-3 year bank
foan interest rate (6.65%) with 20% up stream floating. As of September 30, 2011, $1,171,546 was due within one year.

13, RELATED PARTY BALANCE TRANSACTIONS AND BALANCES

Purchase

The Company purchases hot sieam from Shandong Ruitai, which is owned by Mr. Xingfu Lu, the President, and Mr. Dian Min Ma, the CEQ of the Company.
The Company purchased hot steam from Shandong Ruitai aggregating $693,954 and $S886,860 for the three months ended September 30, 204 1 and 2010, und
§2,138,530 and $3,064,093 for the nine months ended September 30, 2011 and 2010, respectively. The cost of sales includes steam purchased from a related
party but the precise amount could not reasonably be determined. .

L.and use right transaction

On October 25, 2006, the Company purchased the use right of a piece of land, approximately 36 acres, located in Wenyang County, Shandeng Province, from
Shandong Ruitai, for the original cost of $3,920.264. The local government approved the transaction and certified that the purchase price is at the fair market
value. The consideration has been paid to the scller, and the title transfer is ongoing. Munagement believes the transaction is on terms no less favorable to the
Company than these reasonably obtainable from third parties. The Company s headquarters building and s production facility are focated on this piece of land.
Due from related party

As of September 30, 2011, the Company had a balance due from Shandongs Ruitai of $9,600,829 which was non-interest bearing and due upon the Company’'s
demand for Shandong Ruitai's business development needs. As of December 31, 2010, the Company had a balance due to Shandong Ruitui of $2,526,474 which
included the payable 10 purchase hot steam.

Notes payable to related party

As of September 30, 2011, the balance of notes payable to Shandong Ruitai was $34,677,747. The loans were non-interest bearing for the purpose of financing
the Company s operations due 10 a lack of working capital, und have no fixed terms of repayment.

14. NOTES PAYABLE
The Company issues notes 1o certain suppliers which are guaranteed by the Company s banks in lieu of payment of accounts payable. Terms of these notes
payabie vary depending on the negotiations with individual suppliers. Typical terms are six months. On the maturity dates, the note holders present these notes

to the banks to draw cash based on the notes amounts. The Company is subject 10 a bank fee of 0.05% on the outstanding notes.

The Company is required to make a restricted sccurity deposit between 50% and 100% of the face amount of the notes in the banks unil the notes are settled.
Restricted cash for this purpose amounted to $25,274,142 and $10,254,394 as of September 30, 2011 and December 31, 2010, respectively.

16
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15. OTHER PAYABLES
Other payables as of September 30, 2011 and December 31, 2010 consisted of the following:

Scptember 30, 2011 December 31, 2010

(Unaudited)

Other taxes payable 3 1,106,163 S 1.458,147
Payrolt 186,021 149,210
Employee security deposit 24,579 28,638
Loan from third party 523,549 540,473
Sales commission payable 1,305,517 1,260,692
Accrued expenses 91,960 317,037
Others 122,234 118352

s 3360023 S 3.872.549

Other taxes payable include VAT payable, real esiate tax payable, individual income tax payable and other 1ax payabies. Loans from third parties were non-
interest bearing loans for the purpose of working capital, payable upon the Company's discretion.

16. LOAN FROM EMPLOYEES

Loan from employee represents loans from employees to finance the Company s operations due to a lack of working capital. The Company paid 0.6% interest on
these loans monthly for the period July 1, 2007 through March 31, 2009. Beginning from April 1, 2609, the Company pays 0.5% interest on these loans monthly.
Cash flows from these activities are classified as cash flows from financing activitics. Loan from employee was $2,025823 as of September 30, 2011 and
51,470,138 as of December 31, 2010. The Company paid interest of $34,972 and $18,8Y5 for the three months ended September 30, 2011 und 2010, respectively,
and $81,745 and S61.450 for nine months ended September 30, 2011 and 2010, respectively.

17. INCOME TAXES

The tax payables balance of $1,258,466 and $4,336,457 as of September 30, 2011 and December 31, 2010 represents the income tax accrual of TaiAn Ruitsi.
TaiAn Ruitai is subject to PRC income tax at a rate of 25%.

Income lax expenses were $401,816 and $633,170 for the three months ended September 30, 2011 and 2010, respectively, which represents PRC current income
taxes. Income tax expenses were $1,231,651 and $1,756,548 for the nine months ended September 30, 2011 and 2010, respectively, which represents PRC
current income taxes.

The Company has not recorded tax provision for U.S. and Vanuatu tax purposes as it has no assessable profits arising in or derived from the United States or
Vanuatu and intends 1o permaneatly reinvest accwmulated carnings in the PRC operations.

The Company has a deferred 1ax asset on net operating losses of $221,304 and $184,280) as of September 30, 2011 and December 31, 2010, respectively. The
ultimate realization of deferred tax assets depends on the generation of future taxable income during the periods in which those net operating losses are available.
The Company considers projected future taxable income and tax planning strategies in making its assessment. At present, the Company does not have sufficient
operations in the United Staies to conclude that it is more-likely-than-not that the Compuny will be able to realize all of its 1ax benefits in the near future and
therefore a valuation allowance of $221304 was established for the full value of the deferred tax asset.
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A valuation allowance will be maintained until sufficient positive evidence exists to support the reversal of any portion or all of the valuation allowance. Should
the Company start operations in the United States in future periods with a supportable irend, the valuation allowance will be reversed accordingly.

18. STATUTORY RESERVES

Under PRC luw, TaiAn Ruitai is required to provide for certain statulory reserves, namely a general reserve, an enterprise expansion fund and a staff welfare and
bonus {und. The entity is required 1o allocate at least 10% of its after tax profits on an individual company basis as determined under PRC GAAP to the general
reserve and have the right to discontinue allocations 10 the general reserve if such reserve has reached 50% of registered capital. Appropriations to the enterprise
expansion fund and staff welfare and bonus fund are at the discretion of the Board of Directors of the entity, These reserves can only be used for specific
purposes and are not transferable to the Company in the form of loans, advances, or cash dividends.

Both of the balances of stalutory reserves us of SLpumbu 30, 2011 and December 31, 2010 were $1,369,652, and for the nine months ended September 30, 2011
and 2010, the Company did not make appropriation in its statutory reserves since such reserve had reached 50% of registered capital.

19. CONCENTRATIONS AND CREDIT RISKS

At September 30, 2011 and December 31, 2010, the Company had a credit risk exposure of cash in banks of $6,816,329 and $25,286,619, respectively, that is
uninsured by the government authority. To limit exposure 10 credit risk rclaung to deposits, the Company primarily places cash deposits only with large financial
institutions in the PRC with acceptable credit ratings.

The Company s operations are carried out in the PRC. Accordingly. the Company s business, financial condition and results of operations may be influenced by
the-political, economic and lega) environment in the PRC as well as by the general state of the PRC's economy. The business may be influenced by, among other
things, changes in governmental policies with respect 10 Jaws and regulations, anti-inflationary measures, currency conversion ani remittance abroad, and rates
und methods of 1axation.

Major Customers

During the three months ended September 30, 2011, no single cusiomer accounted for 10% or more of the company’s net revenue, During the three months
ended September 30, 2010, the Company 's largest customer accounted for 14% of the Company's net revenue,

During the nine months ended September 30, 2011, the Company ‘s largest customer accounted 13% of the Company s net revenue. The outstanding account
receivable balance for this customer was 391,518 us of September 30, 2011. No single customer accounted for 1% or more of the Company’s net revenue for
the nine months ended September, 30, 2010,

Major Suppliers

During the three months ended September 30. 2011, two major suppliers accounted Tor 41% of the Company s total purchase. The account payable balances for
the two largest suppliers were $1,416,78Y us of September 30, 2011. During the three months ended September 30, 2010, three major suppliers accounted for
39% of the Company s total purchase. The account payable balances for the four largest suppliers were $627,306 as of September 36, 2010, During the nine
months ended September 30, 2011, no single supplier accounted for 10% or more of the Company’s total purchase. During the.nine months eaded September 30,
2010, two major suppliers accounted for 23% of the Company’'s total purchase.




20. WARRANT

During March 2008, the Company engaged a consultant 10 conduct a program of investor relations activities, for an initial perivd of nwelve months ended
February 28, 2009, and continuing on a month-to-month basis thereafter upon mutual consent. The terms of the agreement are for the consultunt 1o receive a cash
payment per month plus a warrant to purchase 130.000 shares of the Company s restricted common stock at a exercise price of $3.05 per share. The warrant has
a teem of four (4) years and is vested 50 on March 1, 2008 and 50% on September 30, 2008. Manag valued the warrant at $1.16 per share using the
Black-Scholes pricing model with assumptions summarized below, for 3 total of $174,000, which is being amortized over the prospective beneficial period.

Grant Date ' Risk Free
Stock Price Exercise Price Warrant Life Intercst Rate Expected Volatility
S 290 8§ 3.08 4 years 2.00% S1%

As all the warrants were vested in 2008, there was no warrant cost charged during the periods presented. There were no warrants excrcised as of September 30,
2011 and December 31, 2010,

On May 19, 2008, the Company engaged a consultant as its exclusive investment banker and agent for a one-year period ended May 19, 2009, and subject to
cancellation by thirty (30)) days written notice. As part of compensation to the consultant, the Company issued the consultant a warrant 1o purchase 200,000
shares of the Company s common stock at a price of $4.00 per share. The warrant has a term of five (5) years and was issued on May. 19, 2008, Management
valued the warrant at S1.84 per share using the Black-Scholes pricing model with assumptions summarized below, for u total of S368,000, which will be
amortized over the prospective beneficial period.

Grant Date Risk Free
Stock Price Exercise Price Warrant Life _nterest Rate Expected Volatility
s 400 S 4.00 S years 2.00% 5%

As all the warrants were vested in 2009, there was no warrant cost churged during the periods presented.. There were no warranis exercised as of September 30,
2011 and December 31,201,

The warrant agreements contained cash settl and down round protection clauses. Accordingly, the warrants should be accounted for as liability from its
issuance date at its fair value with changes in value included in earnings each reporting period. The Company treated it as equity due 1 an immaterial difference.

On July 1, 2011, the Company granted warranis to purchase 30,000 shares 1o iis consultant, Lamnia International, and 90,000 shares 1o unother consuliant,
Matthew Hayden, at an exercise price of $1.15 per share. The warrants vest and become exercisable on July 1, 2011 and expire on July 1, 2015. Management
valued the warrant at $0.03 per share using the Binomisl model with assumptions summarized below, for a 1otal of 837,024, which wiil be amortized over the
prospective beneficial period.

Grant Date Risk Free
Stock Price Exercise Price Warrant Life Interest Rate Expected Volatility
S 025 8 : 115 4 yeurs 2.229

6%

£

As all the warrants were vested in the nine months ended Seplember 30, 2011, there is $37,024 warrant cost charged as of September 30, 201,

21. EARN!NGS PER SHARE

Three Months Ended September 30,

2011 2010
{unuaudited) (unaudited)
Numerator used in basic net income per share:
Net income attributable to China Ruitai Shares $ 1,105,967 S LB80,S 15
Weighted average common shares outstanding 26,000,000 26,600,000
Weighted average common shares outstanding used in computing diluted carnings per ordinary share 26,000,000 26,000,000
Earnings per common share-basic and diluted $ .04 S o




Nine Months Ended September 30,

2011 2010
{unaudited) (unaudited)
Numerator used in basic net income per share:
Ne! income attributable to China Ruitai Shares 3 3,211,729 8 5,236,962
Weighted average common shares outstanding 26,000,000 26,000,000
Weighted average common shares outstanding used in computing diluted earnings per ordinary share 26,000,000 26,000,000
Earnings per common share-basic and diluted S 0.12 § .20

As of September 38, 2011 and 2010, the Company had 470.000 cutstanding warranis that could potentially dilute basic income per share in the future, but which
were excluded in the compuwtation of diluted income per share in the periods presented, as their cffecl would have been anti-dilutive since the exercise price of
these warrants was higher than the average market price during the period presented.

22, COMMITMENTS AND CONTINGENCIES
Governmental contrel of currency conversion

The PRC government imposes controls on the convertibility of Renminbi into foreign currencies and, in certain cases, the remittance of currency out of the PRC.
The Company receives most of its revenues in Renminbi, which is currently not a freely convertible currency. Shortages in the availability of foreign currency
may restrict the Company s ability to remit sufficient foreign currency io satisfy foreign currency dominated obligations. Under existing PRC foreign exchange
regulations, payments of current account items, including profit distributions, interest payments and expenditures from the transaction, can be made in foreign
currencies without prior approval from the PRC State Adminisiration of Foreign Exchange by complying with certain procedural requirements. However,
approval from appropriate governmental authorities is required where Renminbi is 10 be converted into foreign currency and remitted out of China to pay capital
expenses, such as the repayment of bank loans denominated in foreign cusmrencies.

The PRC government may also at its discretion restricl access in the future 1o foreign currencies for cutrent account transactions. If the foreign exchange control
system prevents the Company from obtaining sufficient foreign currency 1o satisfy ils currency demands, the Company may not be able to pay certain of its
expenses as they come due,

The PRC government may also at its discretion restrict access in the future to foreign currencies for current account transactions. If the foreign exchange control
system prevents the Company from obtaining sufficient foreign currency to satisfy its currency demands, the Company may not be able to pay certain of i1s
expenses as they come due.

Guaranteed Bank Loans

The Company has guaranteed certain loans for third-party enterprises, which, in turn, have guaranteed loans for the Company. These guaraniees require payment

from the Company in the event of default on payment by the respective debtor and, if the debior defaults, the Company may be required to pay amounis
oulstanding under the related agreements in addition to the principal amount guaranteed, including accrued interest and related fees.
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‘The Company and these third-party enterprises have been guarantecing Joans for each other in their day-to-day opesations. Both of these enterprises and the
Company are considered good reputation debiors by local banks. The banks allow these companies to guarantee loans for each other instead of requiring the
ipans be secured by collateral. None of the enterprises for which the Company has guaranteed loans has defaulted on any loun repayments, and accordingly. the
Company has not recorded any liabilities or losses on such guaraniees.

Bank loans that the Company has guaranteed for third-party enterprises consist of the following as of September 30, 2011:

Bank loans:

Financial institutions Amount Duration Borrower
Agriculture development bank of China Feicheng May 11,2010 to
branch H 4,061,358 May 10,2012 Taipeng Group
Bank of China Feicheng branch October 21, 201010
1,468,337 October 8,2011 Shandong Acid Chemicals Lid., Co.
Bank of China Feicheng branch October 23, 2010 10
890,000 October 23, 2011 Feicheng Acid Chemicals Lid., Co.
Bank of China Feicheng branch Ociober 13, 2011 to
2,655,503 Seplember 13,2012 Taipeng Household fiems Lid., Co.
Bank of China Feicheng branch October 13, 2011 10
" 1,046,581 September 13,2012 Taipeng Nonwoven Ltd., Co.
Bunk of China Feicheng branch Qctober 13, 2013 10
468,018 September 13,2012 Taipeng new material Lid., Co.

Bank of China Feicheng branch

Bank of China Feicheng branch

Bank of China Feicheng branch

Shenzhen development bank Jinan branch

Shenzhen development bank Jinan branch

Bank of Communication Taian Branch

Agriculture bank of China Feicheng branch

Bank of Communication Taian Branch

2,821,082

2,655,503
2,343,091
1,562,060

3.905,151

4,061,358

3,592,739

3,748,946

I————————

S 35,280,327

QOctober 13,2011 10
September 13,2012

November 12, 2010
1o November
12,2011

Junuary 20, 20811 to
January 20,2012

June 2,201 10
June 2,2012

May 20, 201t 10
May 20, 2012

September 15, 2011
10 September 15,
2012

October 27, 2010 o
October 26, 2011

September 15, 2011
to September 15,
2012

Feicheng Jinlong Textile Lid., Co.

Shandong Yinbao Food L., Co.

Shandong Yinbao Food L.td., Co.

Shandong RunYin Biological Chemicals Co., Lid.

Shandong Yinbuo Food Lid., Co.

Shandong Yinbao Food Lid., Co.

Shandong Yinbao Food Lid., Co.

Feichenp Jinlong Textile Lid., Co..




Bank acceptable notes:

Financial institutions Amount Buration Borrower
Shenzhen development bank September 14, 2011
10 September 14,
S 4,686,182 2012 Taipeng Nonwoven Ltd., Co.
Indusiry bank March 20,2011 10
6,248,243 September 20, 2011 Feicheng Acid Chemicals Lid., Co.
Shenzhen development bank October 26, 2010 10
3.124.121 October 26, 2011 Shandong Lulong Group Lid., Co.
S 14,058,546

23. SUBSEQUENT EVENT

Management has considered all events occurring through the date the financial statements have been issued, and has determined that there are no such events that
arg malerial to the financial statements.

ITEM 2, MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Results of Operations

The following discussion and analysis provides information that we believe is relevant 10 an assessment and understanding of our resulis of operations and
financial condition for the nine months ended September 30, 2011, The following discussion should be read in conjunction with the Financial Statements and
refated Notes appearing elsewhere in this Form 10-Q.

Results of Operations for the Nine Month Period Ended September 30, 2011 Compared o the Nine Month Period Ended September 30, 2010

Revenue

Revenue, During the nine month period ended Sepiember 30, 201 1, we had revenues of 332,264,476 as compared 1o revenues of 532,590,132 during the nine
month period ended September 30, 2010, a slight decrease of 19. The decrease in revenue was primarily attributable to the sules strategy change since the last
quarter. Qur sales are now focusing more on high-end pharmaceutical products and the Polyvinyl chloride (“PVC™) products sector.

Cost of Sales, During the nine month perind ended September 30, 2011, our cost of sales was $23,479,317 as comp;lrcd 1o costs of sules of $22,742,820 for the
nine month period ended September 30, 2010, an increase of 3.24%. This increase in cost of sales resulted primarily from an increase in the price of raw
materials and encrgy usage.

Operaling Expenses

Our operating cxpenses are divided into selling expenses and gencral and administrative expenses, both of which are discussed below:
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Selling Expenses, Selling expenses, which consist of sales commissions, freight charges, travel and other selling expenses, totaled $1,649,357 for the nine month
period ended September 30, 2011 as compared ta $1,322,29Y for the nine month period ended September 30, 2010, an increase of 24.73%. This increase results
primarily from: (i) an increase in the freight charge for pharmaceutical and PVC products; and (ii) 4n increase of products packaging.

General and Administrative Expenses. General and administrative expenses totaled $2,029,978 for the nine month period ended September 30, 2011 as
compared 1o $936,328 for the nine month period ended September 30, 2010, an increase of 116.80%. This increase was due 1o an increase in the bad debt

expense.

Income from Operations

For the nine month period ended September 30, 2011, our income from operations was $5,105,824 as compared to income from operations of $7.588.685 for the
nine month period ended September 30, 2010, a decrease of 32.72%. This decrease was primarily attributable to a dramatic increase in selling, marketing
expenses and general and administrative expenses.

Commercial Leasing Income and Cost

For the nine month period ended September 34, 2011, our commercial leasing income was $1,120,486 us compared to $920,724 for the nine month period ended
September 30, 2010, an increase of 21.70%. The increase was due to an annual rental increase as agreed in the contracy, as well as the apprecistion of RMB.
Rental income was from an acquired-commercial property in Beijing. On December 31, 2009, we entered into @ Set-Off Agreement with our related party.
Shandong Ruitai Chemicals Co.. Ltd. (“Shandong Ruitai™). TaiAn, our subsidiary, agreed to permit Shandong Ruitai to satisfy a total of $31,745,64Y in debt
owed by Shandong Ruitai in exchange for Shandong Ruitai's transfer of 100% of its ownership interest in real property located in Beijing, China, commonly
known as Taishan Building, or Building No. 36, Xibahe Dongli, Chaoyang District. Beijing, China (the "Taishan Building™).

Intercst Income

For the aine month peried ended September 30, 2011, our interest income was $1,205,441 as compared 10 $834,077 for the nine month period ended Sepiember
30, 2010, an increase of $371,364, or 44.52%. The increase of interest income resulted primarily from an increase of the restricted cash deposied for notes
payables.

Interest Expense
For the nine month period ended September 30, 2011, we incurred interest expense in the amount of $2,28Y,361 as compared to $1,665,194 for the nine month

period ended September 30, 2010, an increase of 37.48%. The increase in interest expense resulted primarily from an increase of the weighted-average interest
rate for our bank loans in China, as well as the large increase in the amount of the interest paid for discounted notes receivable.

Income Tax Expense

Our income tax expense was $1,231,651 for the nine month period ended September 30, 2011 as compared to $1,756,548 for the nine month period ended
September 30, 2010, u decrease of $524,897. ar 29.88%. This decrease is primarily atributable to a decrease in profits before income taxes.

Net Income attributable to China RuiTai

We had net income attsibutable to China RuiTai of $3.211,729 for the nine month period ended September 30, 2011 as compared 10 85,236,962 for the nine
month period ended September 30, 2010, a decreasc of 52,025,233, or 38.67%. This decrease is primarily attributable 1o an increase in cost of goods sold and
general administrative expenses.

[
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Ligvidity and Capital Resources

The Company anticipates obtaining additional financing to meet the working capital requirements for its on-going projects und to sustain the business operations
for the next twelve months. The Company is exposed to certain risks for significant negative working capita! as indicated on the balance sheel, which increases
the concern for management's ability 10 fulfitl the Company's working capital requirements as well us the ability 10 continue as o going concern. The risk is
mainly the result of 4 high level of short-term bank borrowings pursuant 1o which China RuiTai has a proven record of excellent credit history with the focal
bank for the past ten years. We do not believe additional debt financing from the bank to fulfill the working capital requirements will be an issue due to the track
record of the Company s credit history and the solid relationship with the local bank. In the event of a default under the bank bosrowings, the Company has a
$37,612,060 commercial leasing asset, “Taishan Building™. located al Building No. 36, Xibahe Dongli, Chaoyang District, Beijing, which can be sold in the open
market.

Results of Operations for the Three Month Period Ended September 30, 2011 Compared to the Three Month Period Ended Septemnber 30, 2010
Revenue

Revenue. During the three month period ended September 38, 2011, we had revenues of $10,955,475 compared to revenues of $11,180,701 during the three
month period ended September 30, 2010, & decrease of 2.01%. The decrease in revenue was primarily atiributable to: (i) the decrease in the product sales; and (ii)
the change in our sales strategy. In April 2011, we started o evolve into high-end pharmaceutical products and the PVC sector, focusing on the ilvdroxyethy!
Cellulose {"HEC "} market.

Cost of Sales; During the three month period ended September 30, 2011, our cost of sales was 38,693,366 compared to costs of sales of $7,590.381 for the three
month period ended September 30, 2014, an increase of 14.53%. This increase in cost of sales resulted in the increase in the price of raw materials and cnergy
usage.

Operating Expenses
Our operating expenses are divided into sclling expenses and general and administrative expenses, both of which are discussed befow:

Selling Expenses. Selling expenses, which consist of sales commissions, freight charges, travel and other selling expenses, lotaled $515,97Y for the three month
period ended September 30, 2011, compared 10 selling expenses of $432,914 for the three month period ended September 30, 2010, an increase of 19.19%. This
increase results primarily from an increase of freight charges.

General and Adminisirative Expenses. General and administrative expenses totaled $648,200 for the three month period ended Septermber 30, 2011 compared 1o
$436,218 for the three month period ended Seprember 30, 2010, an increase of 48.60%. The main reason for the increase can be aitribuied to the increase in bank
charge.

Income from Operations

For the three month period ended September 30, 2011, our income from operations was $1,097,930 compared to income from operations of $2,721.188 for the
three month period ended September 33, 2010, a decrease of §9.65%. This decrease was primarily attributable to Jower sales, higher cost of sales, and increased
expenses.

Commercial Leasing Income and Costs

For the three month period ended September 30, 201 1, our commercial leasing income was $377,871 us compared to $305,767 for the three month period ended
September 30, 2010}, an increase of 23.58%. The increase was due 1o an annual rental increase as agreed in the contract, as well as the appreciation of RMB.
Rental income was from an acquired commercial property in Beijing. On December 31, 2009, we entered into a Set-Off Agreement with our related parly,
Shandong Ruitai. TaiAn, our subsidiary, agreed 1o allow Shandong Ruitai to satisfy a 1ot} of $31,745,649 in debt owed by Shandong Ruitai in return for
Shandong Ruitai's transfer of 100% of its ownership interest in reul property located in Beijing, China, commonly known us Tuishan Building. As a result,
slarting in the first quarter of 2010, the Taishan Building has generated remtal income of $377,871 for the three month period ended September 30, 2011.
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interest Income

For the three month period ended September 30, 2011, our interest income was $1,027,060 compared to interest income of $267.4635 for the three month period
ended September 30, 2010, an increase of $759,595. or 284.00%. The increase of interest income resulted primarily from an increase of the restricted cash
deposited for notes payables.

Interest Expense

For the three month period ended September 30, 2011, we incurred interest expense in the amount of $752, 579 compured to interest expense of $536,097 for the
three month period ended September 30, 2010, an increase of 40.38%. The increase in interest expense resulted primarily from an increase of the weighted-
average interest rate for the bank loan in China, as well as the farge increase of the interest paid for discounted notes receivable.

Income Tax Expense

Our income tax expense was $401,816 for the three month period ended September 30, 2011 cbmpared 10 $633,170 for the three month period ended September
34, 2010, a decrease of $231,354, or 36.54%. This decrease is primarily attributed 1o 2 decrease in profils before income taxes.

Net Income attributable to China RuiTai

We had net income of $1,105,967 for the three month period ended September 30, 2011 compared to $1,880.515 for the three month period ended September 30,
2040, a decrease of $774,548, or 41.19%. This decrease is primarily attributable 1o a decrease in sales and an increase in cost of sules.

Total Current Assets and Total Assets

As of September 30, 201 1: (i) our total current asseis were $73,295.316 as compared to 1otal current assets of $54,837,199 at December 31, 2010, an increase of
$18,458,117, or 33.66%:; and (if) our total assets were $130,375,584 as of September 30, 2011 compared to $110,977,589 as of December 31, 2010, an increase
of $19,397,995, or 17.48%. Our 1otal assets increased due to changes that we experienced in cash and cash equivalents, restricted cash, accounts receivable, und
notes receivablé, all of which are discussed below.

Cash and Cash Equivalents. As of September 30, 2011, our cash and cash equivalents were 36,816,329 as compared to $25,286.619 at December 31, 2010, s
decrease of 18,470,290, or 73.04%. This decrease was primarily atiributable to the additional cush required to be deposited as restricted in the bank o serve as
collateral for increased notes payable.

Restricted Cash. As of September 30, 2011, our restricted cash was $25,274,142 as compared t0 510,254,394 at December 3), 2010, un increase of $15,019.748,
or 146.47%. The Company is required 10 make restricted security deposits between 50% and 100% of the face amount of the notes with the banks until the notes
are settled. This increase was primarily attributable to an overall increase in notes payable.

Accounts Receivable. As of September 30, 2011, our accounts receivable were $9,699,960 as compared to $4,896,665 at December 31, 2010, un increase of
34,803,295, or Y8.0Y%. This increase was primarily auributable w the effort in developing our marketing strategy to strengthen our sales by extending the
uccounts receivables payback period 1o attract our customers.,

Advance 10 suppliers. As of September 30, 2011, we have an advance to suppliers of $2,270,509 as compared t0 51,171,477 w1 December 31, 2010, an increase
of $1,099,032, or Y3.82%. This increase was primarily attributable to the corresponding increase atiributable to our prepayments to our suppliers to secure
favorable raw material prices.
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lnventories. As of September 30), 2011, we had inventories of $13,337.856 as compared to $9,468,211 as of December 31, 2010, an increase of $1,869,645, or
19.75%. The increase in inventories from 2011 to 2010 was the result of the increase the price of products,

Total Curreni Liabilities

As of September 30, 2011, our total current Habilities were $92,649,129 as compared 10 $81,072,866 at December 31, 2010, an increase of $11,576,263, or
14.28%. This increase was primarily attributable to changes in notes payable, and due to related parties as discussed below.

Notes Payable. As of September 30, 2011, our notes payable were $39,051,517 as compared to $18,149,369 as of December 31, 2010, an increuse of
520,902,148, or 115.17%. This increase was attributable 1o the increase in the notes payable to related pany.

Due 10 related parties. As of September 30, 2011, due to related parties were nil as compared 1o $2,526,474 as of December 31, 2010, a decrense of $2,526474,
or 1()%. The decrease in due to related parties was atribulable 1o continued repayment of the money owed 1o the related partivs to lower interest expense.

Operating Activities

Net cash of $36,050),442 was used in operating activities during the nine month period ended September 30, 2011 compared to net cash generated in operating
activitics of $5,247,773 during the nine month period ended September 30, 2010, represeming a difference of $ 41,298,215, The increase in net cash used by our
operating activities was primarily attributable to the following five reasons: (i} a $14,448,202 increase in restricied cash for the nine month period ended
Septernber 30, 2011 and a $16,769,400 decrease in restricted cash for the nine-month period ended September 30, 2010, a net change of $31,217,602. The
increase in restricted cash is in praportion 1o the increase in notes payable; (ii) there was a $1,534,086 increase in inventories for the nine month period ended
September 30, 2011 and a $757,691 decrease in inventories for the nine month period ended September 30, 2010, a net change of $2,291,777. The increase of
inventories is a result of an increasc in the price of raw materials; (i) there was a $2,250,276 increase in advance to suppliers for the rine munth period ended
September 30, 2011 and a $461,144 decrease in advance to suppliers for the nine month period ended September 30, 20140, a net change of $2.711.42(); (iv) there
was a $763,410) decrease in accounts payable for the nine month period ended September 30, 2011 and a $1,081,040 increase in uccounts payable for the nine
month period ended September 30, 2010, a net change of 31,844,450, which was due to our prompt payment to our supplier to secure favorable raw material
prices in 2011; and (v) there was a $11,066,708 decrease in the notes payubles for the nine month period ended September 30, 2011 and a $ 25,007,000 decrease
in notes payables for the nine month period ended September 30, 2010, 2 net change of $13,940,292, which reflects the Company’s flexibility in choosing the
payment method to our suppliers which will be most favorable 10 the Company.

Investing Activities

During the nine month period ended Sepiember 30, 201 1, the net cash used in investing activities was $927,439 as compured 1o net cash used in investing
activities of $1,593,008 for the nine month period ended September 30, 2010, a decrease of $665,569. This decrease was primarily attributable 1o the decrease in
the purchase of equipment.

Financing Activities

During the nine month period ended September 30, 2011, the net cash provided by financing activities was $17,995,931 as compared 1o net cash provided in
financing activities of $7,749,892 for the nine month period ended September 30, 2014, an increase of $10,246,039. This change in financing activities was
primarily attributable 10 increasing approximately $31 mitlion of loans by wtilizing a note payable from the related party and increase of due from related party of
$12 million, as a result of increased net cash for financing activities.

Off Balance Sheet Arrangements

We do not have any off-balance sheet srrangements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Not Applicable.

ITEM4. CONTROLS AND PROCEDURES

Disclosure controls and procedures

The Securitics and Exchange Comumission defines the term “disclosure controls and procedures™ to mican the company’s controls and other procedures of an
issuer that are designed 1o ensure that information required to be disclosed in the reports that it files or submits under the Securities Exchange Act of 1934 is
recorded, processed, summarized and reported, within the time periods specified in the Securities and Exchange Commission’s rules and forms. Disclosure
controls and procedures include, without limitation, controls and procedures designed 10 ensure that information required 1o be disclosed by an issuer in the
reports that it files or submits under the Securities Exchange Act of 1934 is accumulated and communicated to the issuer’s management, including its principat
executive and principal financial officers, or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure. The
Company maintains such a system of controls and procedures in an effort to ensure that all information which i1 is required 10 disclose in the reports it files under
the Sccurities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified under the SEC's rules and forms and that
information required to be disclosed is accumulated and communicated 1o principal exccutive and principal financial officers 10 allow timely decisions regarding
disclosure.

As of the end of the period covered by this report, we carried out un evaluation, under the supervision and with the participation of our chief executive officer
and chief financial officer, of the effectiveness of the design and operation of our disclosure controls and procedures. Based on this evaluation, our chief
executive officer and chief financia! officer concluded that our disclosure controls and procedures are designed fo provide reasonable assurance of achieving the
objectives of timely alerting them to material information required to be included in our periodic SEC reports and of ensuring that such information is recorded,
processed, summarized and reported with the time periods specified. Our chief executive officer and chief financial officer also concluded that our disclosure
controls and procedures were effective as of the end of the period covered by this report to provide reasonable assurance of the achievement of these objectives.
Changes in internal contro! over financial reporting

There was no change in our internal control over financial reporting that occurred during the three months ended September 34, 2011 that hus materinlly affected.
or is reasonably likely to materially affect, our internal contro! over financial reporting.

PART H - OTHER INFORMATION

ITEM!. LEGAL PROCEEDINGS

We are not a party 1o any pending fegal proceedings. and no such proceedings are known 1o be contemplated. None of our direciors, officers or affiliates, and no
owner of record or beneficial owner of more than 5.0% of our securities, or any associate of any such director, officer or security holder is a party adverse 1o us
or has a material interest adverse 1o us in reference to pending litigation.

ITEM 1A. RISK FACTORS

Not Applicable,




ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4 (REMOVED AND RESERVED)
ITEM 5.  OTHER INFORMATION
None.
ITEM 6. EXHIBITS
(a) The following exhibits are filed herewith:
Exhibit
Number Description
31 Certification of Principal Exccutive Officer pursuant 1o Section 302 of the Sarbanes-Oxley Act of 2002.
212 Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002,
321 Certification of Principal Executive Officer pursuant 1o Section 906 of the Surbanes-Oxley Act of 2002.
322 Centification of Principal Financial Officer pursuant to Section Y6 of the Sarbunes-Oxley Act of 2002.

1011

The following financial staterments Irom China Ruitai International Holdings Co., L.td.’s Quarterly Report on Form 10-Q for the quarterly perivd
ended September 30, 2011 formatted in XBRL (eXténsible Business Reporting Language): (i) the Consolidated Balance Sheets (unaudited); (if)
the Consolidated Statements of Income and Comprehensive Income (unaudited); (iii) the Consolidated Statements of Cash Flows (unaudited);
and (iv) the Notes 1o Unaudited Consolidaied Financial Statements, tagged as blocks of texi.

28




29

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
CHINA RUITAY INTERNATIONAL HOLDINGS CO., LTD.
By: /¢/ Dian Min Ma

Dian Min Ma, Chiel Executive Officer
{Principal Executive Officer)

Date: November 14, 2011

Date: November 14, 2011 By: /s{ Gang Ma
" Gang Ma, Chicf Finuncial Officer

{Principal Financial Officer and Chief Accounting Officer)
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Exhibit 31.1

CERTIFICATION

1, Dian Min Ma, centify that:

| have reviewed this Quarterly Report on Form 10-Q of China Ruitai International Holdings Co., Lid.;

2 Bused on my knowledge, this report docs not contain any untrue stalement of a material fact or omit to stale a material fuct necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3 Bused on my knowledge, the financial statements, and other financial information included in this repost, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4 The registrant’s other certifying officer(s) and | are responsible for estublishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(¢)) and internal control over financial reporting (us defined in Exchange Act Rules 13a-15(f) and 15d-15())
for the registrant and have:

) Designed such disclosure controls and procedures, of cuused such disclosure controls and procedures to be designed under our supervision. to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known 1o us by others within those
cntities, particularly during the period in which this report is being prepared;

(L) Designed such internal control over financial reporting, or caused such internal control over financial erorling 10 be designed under our
supervision, to prov:dc reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements (or
external purposes in accordance with generally accepted accounting principles;

{c) Evaluated the effectivencss of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

{d) Disclosed in this report any change in the registrant’s internal controf over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal cantrol over financial reporting; and

5. The registrant’s other centifying officerts) and | have disclosed, based on our most recent evaluation of internal control over financial reporting. to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over finuncial reporting which are reasonably
likely to adverscly affect the registrant’s ability 10 record, process, summarize and report financial information: and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: November 14, 2011 By: /s/ Dian Min Ma

Dian Min Ma, Chief Executive Officer




Exhibit 31.2

CERTIFICATION

1. Gang Ma, certify that:

C

1. i have reviewed this Quarterly Report on Form 10-Q of China Ruitai International Holdings Co., Ltd.;

2, Buased on my knowledge, this report does nol contain any untrue statement of a material facl or omit 1o state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not mislcading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) und I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15¢¢)) and internal contro! over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15¢)
for the registrant and have:

{1) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, 1o
ensure that material information reliting 1o the registrant, including its consolidated subsidiaries, is made known 1o us by others within those
cntities, particularly during the period in which this report is being prepared;

{b) Designed such internal control over financial reporting, or caused such internal control over financial reporting 10 be designaed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordunce with generally accepted accounting principles;

{c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
cffectiveness of the disclosure controls and procedures, as of the end of the period covered by this repors based on such evaluation; and

{d) Disclosed in this report any change in the registrant’s internal contro! over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarier in the case of an annual report) that has materially affected. or is reasonably fikely to
materially affect, the registrant’s internal contro!l over financial reporting; and

The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

registrant’s auditors and the audit committee of the registrant’s board of direciors (or persons performing the equivalent functions):

{8) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: November 14, 2011 B'y: /s Gang Ma

Gang Ma, Chief Financial Officer




Exhibit 32.1
CERTIFICATION

The undessigned officer of China Ruitai International Holdings Co., Ltd. (the "Company™} hereby centifies that, to his knowledge, the Company’s Quanerly
Report on Form 10-Q to which this centification is attached (the “Report™), as {iled with the Securities and Exchange Conunission on the duate hereof, fully
cemplics with the requirements of Section [3(a) or 15(d), as applicable, of the Sccuritics Exchange Act of 1934, us amended (the "Exchange Act™), and that the
information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: November 14, 2011 By: /sf Dian Min Ma

Diun Min Ma, Chicf Executive Officer




Exhibit 32.2

CERTIFICATION

The undersigned officer of China Ruitai Imemational Moldings Co.. Lid. (the “Company™) hereby certifies that, 10 his knowledge. the Company's Quarterly
Report on Form 10-Q to which this certification is attached {the “Repont™), as filed with the Securities and Exchange Commission on the date hereof, fully
complies with the requirements of Section 13(1) or 15(d), as applicuble, of the Securities Exchange Act of 1934, as amended (the “Exchange Act™), and that the
information contained in the Report fairly presents, in all material respects, the finuncial condition and results of operations of the Company.

Date: November 14, 201 1 By: /sf Gung Ma

Gang Ma, Chiefl Financial Officer
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T HEREBY ATTEST

on file in this Commission

thai:

UNITED STATES OF AMERICA

SECURITIES AND EXCHANGE COMMISSION

ATTESTATION

Anached is copy of Amendment No. 1 to Form 10-Q, quarterly report, for the
quarter ended June 30, 2011, received in this Commission on August 29, 2011,
under the name of China Ruitai International Holdings Co., Ltd., File
No.000-04494, pursuant to the provisions of the Securities Exchange Act of

1934,

November 22, 2013

SEC 334 (2-12)

‘Date

Digitally signed by BARBARA VOLPE
B A R B A R A DN: ¢=U5, o=\1.5 Government,
ou=Sacurities and Exchange

Cominlssion, en=BARBARA VOLPE,

0.9.2342.19200300.100.1.1=500010028
82173

Date: 2013.11.22 12:52:21 -05'00"

Barbara J. Volpe, Management and Program Analyst

it is hereby certified that the Secretary of the U.S. Securities and
Exchange Commission, Washington, DC, which Commission was
created by the Securities Exchange Act of 1834 (15 U.S.C. 78a et
seq.) is official custodian of the records and files of said Commission,
and all records and files created or established by the Federal Trade
Commission pursuant to the provisions of the Securities Act of 1933 and
transferred to this Commission in accordance with Section 210 of the
Securities Exchange Act of 1934, and was such official custodian at the
time of executing the above attestation, and that he/she, and persons
holding the positions of Deputy Secretary, Assistant Director, Records
Officer, Branch Chief of Records Management, and the Program Analyst
for the Records Officer, or anyone of them, are authorized to execute
the above attestation.

For the Commission

/4 Secretary v




UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q/A

{Amendment No. 1)
= QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2011
OR .
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from t;)
Commtission File Number 000-04494

CHINA RUITAI INTERNATIONAL HOLDINGS CO,, LTD.

(Exuct nume of regisirant as specificd in its charier)

Delaware m
(State or other jurisdiction of (L.R.5. Employes Idennfication No.)
incorporation or organization)

Weayang Town, Feicheng City, SharBong, China 271603
(Address of principal executive offices) {Zip Codc)

(86) 538 3850 703
{Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reporis required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
the preceding 12 months (or for such shorter period that the regisiranl was required 1o file such reports), and (2) has been subject to such filing requirements for
the past Y0 days. Yes No OO

Indicate by check mark whether the registrant has submitied electronically and posted on ils corporate web site, if any, every Interactive Data File required 1o be
submitied and posted pursuant to Rule 405 of Regulation S-T {§232.405 of this chapter) during the preceding 12 months (or for such shoner period that the
registrant was required to submit and post such filés). Yes B NoO

Indicate by check mark whether the fegistrant is a lurpe sceclerated filer, an accelerated filer, a non-accelerated filer, or » smaller reporting company. See
definitions of “'large accelerated filer,” “accelerated filer™ and “smaller reporting company™ in Rule 12b-2 of the Exchange Act:

Large accelerated filer [ Acceteraled filer O Mon-accelerated filer O Smuller reporting compuny &l
h (Do not check if o smaller
reporling company)
Indicute by check mark whether the registram is a shell company (s defined in Rule 12b-2 of the Exchange Act). Yes O No [E]

Indicate the number of shares outstanding of vach of the issuer’s classes of comman stock, as of the latest practicable date As of August 12, 201 1. there were
outstanding 26,000,000 shares of the registrant's common stock, par value $0.001 per share.
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Explanatory Note

The sole purpose of this Amendment No. 1 to China Ruitai International Holdings Co., Ltd.’s Quarterly Report on Form 10-Q (the “Form 10-Q™) for the
quarterly period ended June 30, 2011, as filed with the Securities and Exchange Commission on August 15, 2011, is to furnish Exhibit 101.1 to the Form 10-Q in
accordance with Rule 405 of Regulation S-T. Exhibit 101.1 provides the financial statements and related notes from the Form 10-Q formatted in XBRL
{eX1iensible Business Reporting Language).

No other changes have been made to the Form 10-Q. This Amendment No. 1 to the Form 10-Q does not reflect events that may have occurred subsequent to the
original filing date, and does not modify or update in any way the disclosures made in the original Form 10-Q.

Pursuunt to Rule 4067T of Regulation S-T, the interactive files on Exhibit 101.1 hereto are deemed not filed or part of a registration statement or prospectus for
purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, are deemed not filed for purposes of Section 18 of the Securities Exchange Act of 1934,
as amended, and otherwise are not subject to Hability under those sections.

ftem 6.  Exhibits

Exhibit

Number Description Method of Filing

ALt Certification of Principal Executive Officer pursuant 1o Section 302 of the Filed as an exhibil to the original Form 10-Q for the
Sarbanes-Oxley Act of 2002. quarterly period ended June 30, 2011, filed August 15, 2011,

3.2 Certification of Principal Financial Officer pursuant to Section 302 of the Filed as an exhibil to the original Form 10-Q for the
Surbanes-Oxley Act of 2002. quarterly period ended June 30, 2011, filed August 15, 2011,

321 Certification of Principal Executive Officer pursuant to Section 906 of the Filed as an exhibit to the original Form 10-Q for the
Surbanes-Oxley Act of 2002, quarterly period ended June 30, 2011, filed Angust 15, 2011,

322 Cenification of Principal Finuncial Officer pursuant 10 Section 906 of the Filed as an exhibit to the original Form 10-Q for the
Sarbanes-Oxliey Act of 2002. quarterly period ended June 30, 2011, filed Avgust 15, 2011

1.1 The following financial statements from China Ruitai International Filed herewith.

Holdings Co.. L.1d.”s Quarterly Report on Form 10-Q for the quarterly
period ended June 30, 2011 formatted in XBRL (¢ Xtensible Business
Reporting Language): (i) the Consolidated Balance Sheets (unaudited);
(ii) the Consolidated Statements of Income and Comprehensive Income
(unaudited); (iii) the Consolidated Statements of Cash Flows (unaudited);
and (iv) the Notes to Unaudited Consolidated Financial Statements,
tagged as blocks of fext.




SIGNATURES

Pursuant to the requirements of the Securitics Exchange Act of 1934, the registrant has duly caused this report to be signed on its bebalf by the undersigned
thereunto duly authorized.

CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD.

Date: August 29, 2011 By: /s/ Dian Min Ma
Diar Min Ma, Chief Executive Officer
{Principal Executive Officer)

Date: August 29, 2011 By: s/ Gang Ma
Gung Ma, Chief Financint Officer
{Principal Financial Officer and Chief Accounting Officer)
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Marcum Bernstein & Pinchuk LLP

Audit Findings and Issues Memo
To: Neil Pinchuk
From: Ella Wang
Date: 02/29/2012

Re: Major audit findings and issues of China Ruitai International Holdings Co., Lid. (“CRUT” or “the
Company’™) In 201 1 annua i

In planning phasc of CRUI 2011 annual audit. two major accounting issucs came into the engagement’s
notice.

1. Notes pavable fraud.

Findings: By performing the preliminary fluctuation analysis review, we were alerted by the
significant increase of notes payable to related party Shandong Ruitai Chemical Co. Lid.
(“Shandong Ruitai”). Shandong Ruitai owns 1% of the capital stock of Taian Ruitai Cellulose Co., .
Ltd. As of December 31, 2011, the balance of Notes payable to related party was $43,207, 064,
increased $40,182,169 or 1328%, compared to the balance $3,024.895 as of December 31, 2010.
The engagement team audited all the transaction in the Company ledger incurred in year 2011 of
notes payable to Shandong Ruitai, totally amounting to $66,733,606. The movement of notes
payable to Shandong Ruitai is presented as below:

As of Jan 01, 2011 Addition Payment As of Dec 31, 2011
) 3,024,895 3 66,733,606 3 26,551,437 S 43207064

We have send confirmation to bank and received positive confirmation of the notes payable
balances with no differences. We also obtained the all the related bank acceprance agreements
signed with bank rclated to the closing balance.

CRUI purchases hot stcam from Shandong Ruitai, the minority shareholder of CRUI, which is
owned by Mr. Xingfu Lu, the President, and Mr. Dian Min Ma, the CEO of CRUL. The purchase
of hot steam aggregating 33,522,472 and $ 3,765,975 from Shandong Ruitai for the years ended
December 31, 2011 and 2010, respectively. We have vouched all the invoices of the hot steam;
the aggregating amount has no material difference.

Research on Regulation: Notes payable here refer to Bank's Acceptances Notes. According to
the <Law of negotiable instruments of the People’s Republic of China> (“Law of negotiable
instruments™ ), which issued by the standing committee of the National People's Congress, the
drawer draws a Note by authorization of accepting bank, which guarantees the certain payment
to the bearer or the note collector on certain date unconditionally. The bank’s acceptances notes
are issued when below conditions are fulfilled:
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(i) The drawer must be a legal person or organization who has open account in the accepting
bank;

(ii) The drawer must maintain a bona fide relationship of entrusted payment with the accepting
bank and have a reliable source of funds to pay the amount of sum on the bill;

(iii) The drawer must provide valid sales and purchase contract as well as VAT invoices. No one
may sign and issue bills of exchange without consideration to defraud fund from a bank or
other parties to the bills;

{iv) The drawer must maintain a favorable credit record and good relationship with accepting
bank; '

(v) The drawer must provide appropriate assurances or deposit security money In accepting
bank according to relevant acceptance agreements.

Investigation: Considering the regulation of Law of negotiable instruments, we believe that all
the bank’s acceptances of notes are issued based on “valid sales and purchase contracts”, which
meuns the aggregating amount of those “contracts” should be around $66,733,606, the incurred
transaction amount of notes payable to Shandong Ruitai, instead of the purchase of hot steam
$3,522.472. However, based on the knowledge of the business and productivity and the
substantive testing result of purchase of hot steams, $3,522,472 is a more reliable and reasonable
amount as of the hot steam usage of CRUL

The conflict on the two factors brought us to doubt the authenticity of the “sales and purchase
contracts” which provided to accepting bank to issue the bank’s acceptances notes. We required
the Company to provide all those contracts related to notes payable to Shandong Ruitai to
perform further investigation at the beginning of field work. At beginning, the Company
indicated those contracts were kept by the banks and there’s no photocopy or soft copy
maintained in the company. In fact, the common practice is the bank kept photocopies instead of
holding original contract. Then by negotiation of the engagement manager Albert Lv with the
Company’s CFO, Mr. Ma Gang, agreed to provide the documents we required. But the Company
only provided with a blank contract copy, and two other contracts signed with 3" partics under
our press, which were not relevant to this issue. By inquiry with the CFO, Mr. Ma Gang, he
admitted that these contracts were existed but with no real deal occurred between the two entities.

By the time of this memo. we were only provided with two contracts related to notes payable to
3" parties. With no piece of required contract, performing further audit procedure related to
assertions of notes payable and related party transactions is limited. We cannot investigate what
“business™ or “goods” were transacted between CRUI and Shandong Ruitai, neither can we make
sure the aggregating amount of the contracts are tie to ledger.

By inquiring the nature of the notes payable to Shandong Ruitai, the CFO Mr. Ma Gang gave
explanation as bill financing. Ma Gang explained that the bank offers credit to entitics in two
ways: Loans and notes payable collateralized by bank. Only certain portion credit would be
provided with loans, the rest of the credit was only provided with notes payable. To obtain
sufficient financing and keeping the line of credit, the Company issue acceptance notes to
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Shandong Ruitai. Then Shandong Ruitai discounted the notes and returned the money to CRUI

for operating cash usage.

Conclusions: If this is the fact. the behavior had violated <Law of negoiiable instrinments of the
People’s Republic of China> Chapter One, Article 10 ~The draft, acquisition and transfer of a
negotiable instrament shall fottow the principle of anthenticisy and creditability and be treated as
a reafl act of frading or debt payment.” It is legal matter according to Chapter Six Legal liabilities.
notes payable fraud would be treated as criminal responsibility. It alse increases our doubt on

integrity of munagement.

Loans to sharcholder and related partics

Findings: We noticed there’s significant balance due from Shandong Ruitai and other entitics
which has no direct trade relationship with the Company. With absence of contract, we inquired
the CFO about the interest rate and nature of each balance. Mr. Ma Gang suggested the nature
were loans to these entities for operating purpose, soine are-charged with intecest and others are

interest free.

Investigation: To identif{y the actual relationship of CRUI with these debtors. we

researched the register information and ownership structures of these entitics.

Considering the reliability and audit cosl, we also invite an inquiry agency 1o perform
briel eredit rescarch of three major entities. including Feicheng Datong Real Estate
Development Co.. Ltd.. Shandong Yujing Propertics Co. Ltd., and Taian Shengyuan

mvestment consulting Co., LTD, which has less significant balance.

The balance as of December 31, 2011 and brief information is listed as below:

Property Investment Co.. Lid. We also performed online rescarch for Beijing Huatai Joint

Name Translated Name Balance as of Interest Relationship Attachmeni
in CIIN Dec 31, 2011 Rate (%) with CRU1
1 ks 4 Related Party NIA
LEHE ! Shandong Ruita under common
e | Chemical Co. Lid, S§11,401,436 - contral
; 3 pany %
Feicheng Dutong Real I
i Estate Development
Co., L., S 2.143.008 -
B | o s
: Redoted party
'llllllt:l’ COTH I
control
Taian Shengyuan
i Property lnvestment
S 21714057 6.56

i Co., Lid.

Beijing Huatai Joint
nvestment consulting

i | Co. L.

5 94270

Related party
under cormmon
control
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We send confirmation to the above entities and require the Company sign loan contracts with
them. We also checked the payment slip as alternative test, with no material misstatement noticed.
The balances are occurred in 2011, aging within one year. By the time of this memo, there’s no
confirmation collected and the loan contracts are still in absent, and there’s no subsequent
collection. According to the CFO Mr. Ma Gang, the loans are repayable on request.

Regulations: Sarbanes-Oxley Act of 2002, SEC. 402. ENHANCED CONFLICT OF
INTEREST PROVISIONS

{a) PROHIBITION ON PERSONAL LOANS TO EXECUTIVES.—Section 13 of the Securities
Exchange Act of 1934 (15 U.S.C. 78m), as amended by this Act, is amended by adding at the end
the following: *‘(k) PROHRIBITION ON PERSONAL LOANS TO EXECUTIVES.—

““(1) IN GENERAL.—It shall be uniawful for any issuer (as defined in section 2 of the Sarbanes-
Oxley Act of 2002), directly or indirectly, including through any subsidiary, to extend or maintain
credit, o arrange for the extension of credit, or to renew an extension of credit, in the form of a
personal toan to or for any director or executive officer (or equivalent thereof) of that issuer. An
extension of credit maintained by the issuer on the date of enactment of this subsection shall not
be subject to the provisions of this subsection, provided that there is no material modification to
any term of any such extension of credit or any renewal of any such extension of credit on or after
that date of enactment.

Conclusions: We noted the loan to third parties and related party are in violation to Sarbanes-
Oxley Act of 2002, including Section 402’s prohibition against personal loans to directors and
executive officers, either directly or indirectly. The loan would subject us and our chief executive
officer to possible criminal, civil or administrative sanctions, penaltics, or investigations, in
addition to potential private securitics litigation,
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Marcum Bernstein & Pinchuk LLP
Audit Findings and Issues Memo
To: Neil Pinchuk
From: Ella Wang
Date: 02/29/2012

ional Holdings Co., Ltd. ("CRUI" or “the

a )\ nnual audit

In planning phasc of CRUI 2011 annual audit, two major accounting issucs came into the engagement's
notice.

1. Notes pavable fraud.

Findings: By performing the preliminary fluctuation analysis review, we were alerted by the
significant increase of notes payable to related party Shandong Ruitai Chemical Co. Ltd.
(“Shandong Ruitai""). Shandong Ruitai owns 1% of the capital stock of Taian Ruitai Cellulose Co..
Ltd. As of December 31, 2011, the balance of Notes payable to related party was $43,207, 064,
increased $40,182.169 or 1328%, compared to the balance $3,024.895 as of December 31, 2010.
The engagement team audited all the transaction in the Company ledger incurred in year 2011 of
notes payable to Shandong Ruitai, totally amounting to $66,733,606. The movement of notes
payable to Shandong Ruitai is presented as below:

As of Jan 01, 2011 Addition Payment As of Dec 31, 2011
S 3,024895 | $ 66,733,606 | $ 26,551,437 S 43,207,064

We have send confirmation to bank and received positive confirmation of the notes payable
balances with no differences. We also obtained the all the related bank acceptance agreements
signed with bank related to the closing balance.

CRUI purchases hot steam from Shandong Ruitai, the minority shareholder of CRUI, which is
owned by Mr. Xingfu Lu, the President, and Mr. Dian Min Ma, the CEO of CRUI. The purchasc
of hot steam aggregating $3,522,472 and $ 3.765,975 from Shandong Ruitai for the years ended
December 31, 201 | and 2010, respectively. We have vouched all the invoices of the hot steam;
the aggregating amount has no material difference.

Research on Regulation: Notes payable here refer to Bank's Acceptances Notes. According to
the <Law of negotiable instruments of the People’s Republic of China> (" Law of negotiable
instruments”' ), which issued by the standing committee of the National People's Congress, the
drawer draws a Nore by authorization of accepting bank. which guarantees the certain payment
to the bearer or the note collector on certain date unconditionally. The bank’s acceptances notes
are issued when below conditions are fulfilled:

SEC-CHINA_RUITAFE-0012310



(i) The drawer must be a legal person or organization who has open account in the accepting
bank;

(i) The drawer must maintain a bona fide relationship of entrusted payment with the accepting
bank and have a reliable source of funds to pay the amount of sum on the bill;

{iii) The drawer must provide valid sales and purchase contract as well as VAT invoices. No one
may sign and issue bills of exchange without consideration to defraud fund from a bank or
other parties to the bills;

(iv) The drawer must maintain a favorable credit record and good relationship with accepting
bank;

{v) The drawer must provide appropriate assurances or deposit security money in accepting
bank according to relevant acceptance agreements.

Investigation: Considering the regulation of Law of negotiable instruments, we believe that all
the bank’s acceptances of notes are issued based on “valid sales and purchase contracts™, which
means the aggregating amount of those “contracts™ should be around $66,733.606, the incurred
transaction amount of notes payable to Shandong Ruitai, instead of the purchase of hot steam
33,522,472. However, based on the knowledge of the business and productivity and the
substantive testing result of purchase of hot steams, $3,522,472 is a more reliable and reasonable
amount as of the hot steam usage of CRUL

The conflict on the two factors brought us to doubt the authenticity of the “sales and purchasc
contracts” which provided to accepting bank to issue the bank’s acceptances notes. We required
the Company to provide all those contracts related to notes payable to Shandong Ruitai to
pérform turther investigation at the beginning of field work. At beginning, the Company
indicated those contracts were kept by the banks and there’s no photocopy or soft copy
maintained in the company. In fact, the common practice is the bank kept photocepies instead of
holding original contract. Then by ncgotiation of the engagement manager Albert Lv with the
Company’s CFO, Mr. Ma Gang, agreed to provide the documents we required. But the Company
only provided with a blank contract copy, and two other contracts signed with 3™ parties under
our press, which were not relevant to this issue. By inquiry with the CFO, Mr. Ma Gang, he
admitied that these contracts were existed but with no real deal occurred between the two entities.

By the time of this memo, we were only provided with two contracts related to notes payable to
3" parties. With no picce of required contract, performing further audit procedure related to
assertions of notes payable and related party transactions is limited. We cannot investigate what
“business” or “goods™ were transacted between CRUI and Shandong Ruitai, neither can we make
sure the aggregating amount of the contracts arc tic to ledger.

By inquiring the nature of the notes payable to Shandong Ruitai, the CFO Mr. Ma Gang gave
explanation as bill financing. Ma Gang explained that the bank offers credit to entities in two
ways: Loans and notes payable collateralized by bank. Only certain portion credit would be
provided with loans, the rest of the credit was only provided with notes payable. To obtain
sufficient financing and keeping the line of credit, the Company issue acceptance notes to
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Shandong Ruitai. Then Shandong Ruitai discounted the notes and returned the money to CRUI
for operating cash usage.

Conclusions: If this is the fact, the behavior had violated <Law of negotiable instruments of the
People’s Republic of China> Chapter One, Article 10 “The draft, acquisition and transfer of a
negotiable instrument shall follow the principle of anthenticity aied creditability and be treated as
a real act of trading or debt payment.” It is lcgal matter according to Chapter Six Legal liabilities,
notes payable fraud would be treated as criminal responsibility. It also increases our doubt on
integrity of management.

Loans to shareholder and related parties

Findings: We noticed there's significant balance due from Shandong Ruitai and other entities
which has no direct trade relationship with the Company. With absence of contract, we inquired
the CFO about the interest rate and natuge of each balance. Mr. Ma Gang suggested the nature
were loans to these entities for operating purpose, some are charged with interest and others are
interest free,

Investigation: To identify the actual relationship of CRUT with these debtors, we
researched the register information and ownership structures of these entities.
Considering the reliability and audit cost, we also invite an inquiry agency to perform
brief credit research of three major entities, including Feicheng Datong Real Estate
Development Co., Lid., Shandong Yujing Properties Co. Ltd., and Taian Shengyuan
Property Investment Co., Ltd. We also performed online research for Beijing Huatai Joint
investment consulting Co., LTD, which has less significant balance.

The balance as of December 31, 2011 and brief information is listed as below:

Name Translated Name Balance as of Interest Relationship " Attachment
in CIIN Dec 31,2011 Rate (%) with CRUI
HEE RS Related Party N/A
HLITHMR | Shapdong Ruilui under common
s Chemical Co. Ltd. $11,401,436 - control
: 3 party
AR A . ;
PR | Feicheng Datong Real gg‘éﬁ%ﬂ%ﬁgﬁzggﬂ
-EBMWZ2 | Estate Development
) Co., Lid,, $ 2,143,008 -
! | ‘W
Related party
ugder common @
control . MY
%X | Taian Shengynan REZ000038981 437
Hdrg | Property lngey:llmenl WRIFHRAR
HHRaE | Co., Lid, S 271,057 6.56
- Related part
AL gER . o under {:ompm)i
BEEE% | Beijing Huatai Joinl control . -
Fin# 8 | fnvestment consulting Ly Ly a)-
28 Co., Ltd. $§ 94270 . BRRELT. pdf
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-We send confirmation to the above cntities and require the Company sign loan contracts with
them. We also checked the payment slip as alternative test, with no material misstatement noticed.
The balances are occurred in 2011, aging within one year. By the time of this memo, there’s no
confirmation collected and the loan contracts are still in absent, and there’s no subsequent
collection. According to the CFO Mr. Ma Gang, the loans are repayable on request.

Regulations: Sarbanes-Oxley Act of 2002, SEC. 402, ENHANCED CONFLICT OF
INTEREST PROVISIONS

{a) PROHIBITION ON PERSONAL LOANS TO EXECUTIVES.—Section 13 of the Securities
Exchange Act of 1934 (15 U.S.C. 78m), as amended by this Act, is amended by adding at the end
the following: *‘tk) PROHIBITION ON PERSONAL LOANS TO EXECUTIVES.—

(1) IN GENERAL.—1t shall be unlawful for any issuer (as defined in section 2 of the Sarbanes-
Oxley Act of 2002), directly or indirectly, including through any subsidiary, to extend or maintain
credit, to arrange for the extension of credit, or to renew an extension of credit, in the form of a
personal loan to or for any director or executive officer (or equivalent thereof) of that issuer. An
extension of credit maintained by the issuer on the date of enactment of this subsection shall not
be subject to the provisions of this subsection, provided that there is no material modification to
any term of any such extension of credit or any renewal of any such extension of credit on or after
that date of enactment.

Conclusions: We noted the loan to third parties and related party are in violation to Sarbanes-
Oxley Act of 2002, including Section 402's prohibition against personal loans to directors and
executive officers, either directly or indirectly. The loan would subject us and our chief exccutive
officer to possible criminal, civil or administrative sanctions, penaltics, or investigations, in
addition to potential private securities litigation.
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EXHIBIT “F”



Marcum Bernstein & Pinchuk LLP

Audit Findings and Issues Memo
To: Neil Pinchuk
From: Ella Wang
Date: 02/29/2012

Re: Major audit findings and issues of China Ruitai International Holdings Co.. Ltd. ("CRUI” or “the

Company™} In 2011 annual audit

In planning phasc of CRUI 201 I annual audit. two major accounting issucs came into the engagement’s
notice.

1. Notes pavable fraud.

Findings: By performing the preliminary fluctuation analysis review, we were alerted by the
significant increase of notes payable to related party Shandong Ruitai Chemical Co. Ltd.
("Shandong Ruitai”). Shandong Ruitai owns 1% of the capital stock of Taian Ruitai Cellulose Co.,
Ltd. As of December 31, 2011, the balance of Notes payable to related party was $43,207, 064,
increased $40,182,169 or 1328%, compared to the balance $3,024,895 as of December 31, 2010,
The engagement team audited all the transaction in the Company ledger incurred in year 2011 of
notes payable to Shandong Ruitai, totally amounting to $66,733,606. The movement of notes
payable to Shandong Ruitai is presented as below:

As of Jan 01, 2011 Addition Payment As of Dec 31, 2011
$ 3,024,895 1% 66,733,606 |3 26,551,437 S 43,207,064

We have send confirmation to bank and received positive confirmation of the notes payable
balances with no differences. We also obtained the all the related bank acceptance agreements
signed with bank related to the closing balance.

CRUI purchases hot stcam from Shandong Ruitai, the minority shareholder of CRUIL, which is
owned by Mr. Xingfu Lu, the President, and Mr. Dian Min Ma, the CEQ of CRUI. The purchase
of hot steam aggregating $3,522,472 and $ 3,765,975 from Shandong Ruitai for the years ended
December 31, 2011 and 2010, respectively. We have vouched all the invoices of the hot steam;
the aggregating amount has no material difference.

Research on Regulation: Notes payable here refer to Bank's Acceptances Notes. According to
the <Law of negotiable instruments of the People’s Republic of China> (“Law of negotiable
instruments" ), which issued by the standing committee of the National People's Congress, the
drawer draws a Note by authorization of accepting bank, which guarantees the certain payment
to the bearer or the note collector on certain date unconditionally. The bank's acceptances notes
are issued when below conditions are fulfilled:
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(i} The drawer must be a legal person or organization who has open account in the accepting
bank;

(ii) The drawer must maintain a bona fide relationship of entrusted payment with the accepting
bank and have « reliable source of funds to pay the amount of sum on the bill;

{iii} The drawer must provide valid sales and purchase contract as well as VAT invoices. No one
may sign and issue bills of exchange without consideration to defraud fund from a bank or
other parties to the bills;

{iv) The drawer must maintain a favorable credit record and good relationship with accepting
bank;

(v) The drawer must provide appropriate assurances or deposit security money in accepting
bank according to relevant acceprance agreements.

Investigation: Considering the regulation of Law of negotiable instruments, we believe that all
the bank's acceptances of notes are issued based on “valid sales and purchase contracts”, which
means the aggregating amount of those “contracts” should be around $66,733,606, the incurred
transaction amount of notes payable to Shandong Ruitai, instead of the purchase of hot steam
33,522,472. However, based on the knowledge of the business and productivity and the
substantive testing result of purchase of hot steams, $3,522,472 is a more reliable and reasonable
amount as of the hot steam usage of CRUL

The conflict on the two factors brought us to doubt the authenticity of the “sales and purchasc
contracts” which provided to accepting bank to issue the bank’s acceptances notes. We required
the Company to provide all those contracts related to notes payable to Shandong Ruitai to
perform further investigation at the beginning of field work. At beginning, the Company
indicated those contracts were kept by the banks and there’s no photocopy or soft copy.
maintained in the company. In fact, the common practice is the bank kept photocopies instead of
holding original contract. Then by negotiation of the engagement manager Albert Lv with the
Company’s CFO, Mr. Ma Gang, agreed to provide the documents we required. But the Company
only provided with a blank contract copy, and two other contracts signed with 3* partics under
our press, which were not relevant to this issue. By inquiry with the CFO, Mr. Ma Gang, hc
admitted that these contracts were existed but with no real deal occurred between the two entities.

By the time of this memo. we were only provided with two contracts related to notes payable to
3" parties. With no piece of required contract, performing further audit procedure related to
asscrtions of notes payable and related party transactions is limited. We cannot investigate what
“business” or “goods” were transacted between CRUI and Shandong Ruitai, neither can we make
sure the aggregating amount of the contracts are tie to ledger.

By inquiring the nature of the notes payable to Shandong Ruitai, the CFO Mr. Ma Gang gave
explanation as bill financing. Ma Gang explained that the bank offers credit to entities in two
ways: Loans and notes payable collateralized by bank. Only certain portion credit would be
provided with loans, the rest of the credit was only provided with notes payable. To obtain
sufficient financing and keeping the line of credit, the Company issue acceptance notes to
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Shandong Ruitai. Then Shandong Ruitai discounted the notes and returned the money to CRUI
for aperating cash usage.

Conclusions: 1 this is the fact, the behavior had violated <Law of negotiable instrupients of the
Peoaple’s Republic of China> Chapter One, Article 10 “The draft. ucquisition and transfer of a
negotiuble instrument shall follow the principle of anthenticity and creditability und be treated as
a real act af trading or debr payment ™ I is legal matter according to Chapter Stx Legal linbilities,

soles payable Troud would be treated as criminal responsibility. It also increases our doubt.on

integrity of management.

Loans to sharcholder and refated partics

Findings: We noticed there’s significant balance due from Shandoug Ruitai and other entitics
which has no direet trade relationship with the Company. With absence of contruct, we inguired
the CFO about the interest rate and nature of each balance. Mr. Ma Gang suggested the nature
were loans to these entities for operating purpose, some are charged with interest and others are

interest free.

Investigation: To identify the actual relationship of CRUI with these debtors. we
researched the register information and ownership structures of these entities.
Considering the reliability and audit cost, we also invite an inquiry agency 1o perform
brief credit rescarch ol three major entities. including Feicheng Datong Real Estate
Development Co.. Lid.. Shandong Yujing Propertics Co. Ltd., and Taian Shengyuan
Property Investment Co.. Ltd. We also performed online research for Beijing Huatai Joint
investment consulting Co.. LTD. which has less significant balance.

The balance as of December 31, 20171 and brief information is listed as below:

Name ; Translated Name Balanee as of Interest Relationship Attachment
in ClIN Dec 31, 2011 Rate (%) with CRUI |
LAk | Related Party N/A
{ETi7E8 Shandone Rui under comnion
i | Chemical Co. Lié. $11.401.436 - control
' 3 party %
DEOOONH2RG L0 I
Feicheng Dutong Real ;%Efjr(::}'[;mﬁ ) i
A ) Estate Development
u} : Co, Lid., S 2,133,008 -
i
S 1,622,185 6.56
Related party
i 1‘1“{]1:!’ COIMITIRMT %
: contrel G R
{ Taian Shengyuan o 7 {_:‘{"-,1
I Propeny lnvestment A
| Co., Lid. S 271057 6.56
Relaed party
i o nder comimon -
Beijing Huatai Joinl civiiral ek
nvestment consulting ; ilgi;;:-! Zralil
: Co. Lul. S 94270 - sheys ol
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We send confirmation to the above entities and require the Company sign loan contracts with
them. We also checked the payment slip as alternative test, with no material misstatement noticed.
The balances are occured in 2011, aging within one year. By the time of this memo, there’s no
confirmation collected and the loan contracts are still in absent, and there’s no subsequent
collection. According to the CFO Mr. Ma Gang, the loans are repayable on request.

Regulations: Sarbanes-Oxley Act of 2002, SEC. 402. ENHANCED CONFLICT OF
INTEREST PROVISIONS

{a) PROHIBITION ON PERSONAL LOANS TO EXECUTIVES.—Section 13 of the Securities
Exchange Act of 1934 (15 U.5.C. 78m), as amended by this Act, is amended by adding at the end
the following: ‘tk) PROHIBITION ON PERSONAL LOANS TO EXECUTIVES.—

(1) IN GENERAL.—It shall be unlawful for any issuer (as defined in section 2 of the Sarbanes-
Oxley Act of 2002), directly or indirectly, including through any subsidiary, 1o extend or maintain
credit, 1o arrange for the extension of credit, or to renew an extension of credit, in the form of a
personal loan to or for any director or executive officer {or equivalent thereof) of that issuer. An
extension of credit maintained by the issuer on the date of enactment of this subsection shall not
be subject 10 the provisions of this subsection, provided that there is no material modification to
any term of any such extension of credit or any renewal of any such extension of credit on or after
that date of enactment.

Conclusions: We noted the loan to third parties and related party are in violation to Sarbanes-
Oxley Act of 2002, including Section 402's prohibition against personal loans to directors and
executive officers, either directly or indirectly. The loan would subject us and our chief executive
officer to possible criminal, civil or administrative sanctions, penaltics, or investigations, in
addition to potential private securitics litigation.
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Marcum Bernstein & Pinchuk LLP

Audit Findings and Issues Memo
To: Neil Pinchuk
From: Ella Wang
Date: 02/29/2012

Re: Major audit findings and issues of China Ruitai International Holdings Co., Ltd. {*CRUI” or “the

Company™) In 2011 annual audit

In planning phasc of CRUI 2011 annual audit, two major accounting issucs came into the cngagement's
notice.

1. Notes pavable fraud.

Findings: By performing the preliminary fluctuation analysis review, we were alerted by the
significant increase of notes payable to related party Shandong Ruitai Chemical Co. Ltd.
(“Shandong Ruitai”). Shandong Ruitai owns 1% of the capital stock of Taian Ruitai Ccllulose Co.,
Ltd. As of December 31, 2011, the balance of Notes payable to related party was $43,207, 064,
increased $40, 182,169 or 1328%, compared to the balance $3,024,895 as of December 31, 2010.
The engagement team audited all the transaction in the Company ledger incurred in year 2011 of
notes payable to Shandong Ruitai, totally amounting to $66,733,606. The movement of notes
payable tolShandong Ruitai is presented as below:

As of Jan 01, 2011 Addition Payment As of Dec 31, 2011
S 3,024,895 1% 66,733,606 |3 26,551,437 S 43,207,064

We have send confirmation to bank and received positive confirmation of the notes payable
balances with no differences. We also obtained the all the related bank acceptance agreements
signed with bank related to the closing balance.

CRUI purchases hot steam from Shandong Ruirai, the minority shareholder of CRUI, which is
owned by Mr. Xingfu Lu, the President, and Mr. Dian Min Ma, the CEO of CRUI. The purchasc
of hot steam aggregating 53,522,472 and $ 3.765,975 from Shandong Ruitai for the years ended
December 31, 2011 and 2010, respectively. We have vouched all the invoices of the hot steam:
the aggregating amount has no material difference.

Research on Regulation: Notes payable here refer to Bank's Acceptances Notes. According to
the <Law of negotiable instruments of the People’s Republic of China> (*Law of negatiable
instruments™), which issued by the standing committee of the National People's Congress, the
drawer draws a Note by authorization of accepting bank, which guarantees the certain payment
to the bearer or the note collector on certain date unconditionally. The bank’s acceptances notes
are issued when below conditions are fulfilled:

SEC-CHINA_RUITA-E-0012310



(i) The drawer must be a legal person or organization who has open account in the accepting
bank;

{ii) The drawer must maintain a bona fide relationship of entrusted payment with the accepting
‘bank and have a reliable source of funds to pay the amount of sum on the bill;

(iii) The drawer must provide valid sales and purchase contract as well as YAT invoices. No one
may sign and issue bills of exchange without consideration to defraud fund from a bank or
other parties to the bills;

(iv) The drawer must maintain a favorable credit record and good relationship with accepting
bank; v

{v) The drawer must provide appropriate assurances or deposit security money in accepting
bank according to relevant acceptance agreements.

Investigation: Considering the regulation of Law of negotiable instruments, we believe that all
the bank’s acceptances of notes are issucd based on “valid sales and purchase contracts”, which
means the aggregating amount of those “contracts™ should be around $66,733,606, the incurred
transaction amount of notes payable to Shandong Ruitai, instead of the purchase of hot steam
33.522,472. However, based on the knowledge of the business and productivity and the
substantive testing result of purchase of hot steams, $3,522,472 is a more reliable and reasonable
amount as of the hot steam usage of CRUL

The conflict on the two factors brought us to doubi the authenticity of the “sales and purchasc
contracts” which provided to accepting bank to issue the bank’s acceptances notes. We required
the Company to provide all those contracts related to notes payable to Shandong Ruitai to
perform turther investigation at the beginning of field work. At beginning, the Company
indicated those contracts were kept by the banks and there’s no photocopy or soft copy
maintained in the company. In fact, the common practice is the bank kept photocopies instead of
holding original contract. Then by negotiation of the engagement manager Albert Lv with the
Company’s CFO, Mr. Ma Gang, agreed to provide the documents we required. But the Company
only provided with a blank contract copy, and two other contracts signed with 3" parties under
our press, which were not relevant to this issue. By inquiry with the CFO, Mr. Ma Gang, he
admitted that these contracts were existed but with no real deal occured between the two entities.

By the time of this memo, we were only provided with two contracts related to notes payable to
3" parties. With no piece of required contract, performing further audit procedure related to
assertions of notes payable and related party transactions is limited. We cannot investigate what
“business” or “goods” were transacted between CRUI and Shandong Ruitai, neither can we make
sure the aggregating amount of the contracts are tic to ledger.

By inquiring the nature of the notes payable to Shandong Ruitai, the CFO Mr. Ma Gang gave
explanation as bill financing. Ma Gang explained that the bank offers credit to entities in two
ways: Loans and notes payable collateralized by bank. Only certain portion credit would be
provided with loans, the rest of the credit was only provided with notes payable. To obtain
sufficient financing and keeping the linc of credit, the Company issue acceptance notes to
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- Shandong Ruitat. Then Shandong Ruitai discounted the notes and returned the money to CRUI

for apera

fing cash usage.

Conclusions: If this is the fact, the behavior had violated <Law of negatiable instruments of the
People’s Republic of China> Chapter One, Article 10 “The draft, acquisition and transfer of a
negotable instrument shall follow the principle of anthenticity and creditability and be treated as
a real act of trading or debt payment.” It is legal matter according to Chapter Six Legal linbilities,
notes payable fraud would be treated as criminal respousibility. It also increases our doubt on
integrity of management, '

Loans to shareholder and related parties

Findings: We noticed there’s significant balance due from Shandong Ruitai and other entities
which has no direct trade relationship with the Company. With absence of contract, we inquired
the CFO about the interest rate and nature of euch balance. Mr. Ma Gung suggested the nature
were loans to these entities for operating purpose, some are charged with intecest and others arc
interest free.

Investigation: To identify the actual relationship of CRUT with these debtors. we
researched the register information and ownership structures of these entifies.
Considering the reliability and audit cost, we also invile an inquiry agency (o perform
brief credit research of three major entities, including Feicheng Datong Real Estate
Development Co., Ltd., Shandong Yujing Properties Co. Ltd., and Taian Shengyuan
Property Investment Co., Ltd. We also performed online research for Beijing Huatai Joint
investment consulting Co., LTD, which has less significant balance.

The balance as of December 31, 2011 and brief information is listed as below:

Name Translated Name Balance as of Interest Relationship Attachment
in CIIN Dec 31,2011 Rate (%) with CRUI
IR 5 Related Party N/A
#THM | Shandong Ruitai under common
28 Chemical Co. Ltd. $11,401,436 - control
3 party

s elil 2 oo
BMPF | Feicheng Datong Real i %’fﬁ
HHMZ | Estate Development
g Co., Lid., $ 2,143,008
! | "R

: Related party

under conunen @
control p —_—
3£ | Taian Shengyuan RE2000038981 3% 7
B0 | Property Investment ﬁr%.ﬁﬂa?ﬂﬁgﬂ
FRAS | Co., Lid. S 271,057 6.56
Related

j_t-,;;(%# o~ under t:m:}r::g
BRE 3% | Beijing Huatai Joint ittt -
Bim#8 | investment consulling !'Egﬁlﬁénﬂ%‘i} -
27 Co., Ltd. $ 94270 - BIRALH. pdi
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We send confirmation to the above entities and require the Company sign loan contracts with
them. We also checked the payment slip as alternative test, with no material misstatement noticed.
The balances are occurred in 2011, aging within one year. By the time of this memo, there’s no
confirmation collected and the loan contracts are still in absent, and there's no subsequent
collection. According to the CFO Mr. Ma Gang, the loans are repayable on request.

Regulations: Sarbanes-Oxley Act of 2002, SEC. 402, ENHANCED CONFLICT OF
INTEREST PROVISIONS

{a}) PROHIBITION ON PERSONAL LOANS TO EXECUTIVES.—Section 13 of the Securities
Exchange Act of 1934 (15 U.S.C. 78m), as amended by this Act, is amended by adding at the end
the following: *‘(k) PROHIBITION ON PERSONAL LOANS TO EXECUTIVES.—

(1) IN GENERAL.—I1t shall be unlawful for any issuer (as defined in section 2 of the Sarbanes-
Oxley Act of 2002), directly or indirectly, including through any subsidiary, 10 extend or maintain
credit, to arrange for the extension of credit, or to renew an extension of credit, in the form of a
personal loan 10 or for any director or executive officer (or equivalent thereof) of that issuer. An
extension of credit maintained by the issuer on the date of enactment of this subsection shall not
be subject to the provisions of this subsection, provided that there is no material modification to
any term of any such extension of credit or any renewal of any such e¢xtension of credit on or after
that date of enactment.

Conclusions: We noted the loan to third parties and related party are in violation to Sarbanes-
Oxley Act of 2002, including Section 402's prohibition against personal loans to directors and
executive officers, either directly or indirectly. The loan would subject us and our chief exccutive
officer to possible criminal, civil or administrative sanctions, penaltics, or investigations. in
addition to potential private securitics litigation.
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| MARCUM

: BER{\.‘STE!N & PINCHUK

$TANTR & ADVISNEg

May 21, 2012

Mr. Dianmin Ma, Chairman ol the Board

Mr. Gang Ma. CFO

Mr. Jin Tian. Director

Ms. Xiaomei Wang. Financial Advisor

China RuiTai International Holdings Co., Ltd. (*CRUI™}
Wenyang Town, Feicheng City

Shandong, China 271603

Re: Report to Management and Board of Directors pursuant to Section [0A(bY1) ~ {Hegal Acts
Dear All:

During the course of our audit of the 2011 (inancial statements for CRUY we became aware of transactions
with certain banks in China that we have been informed (as discussed below) violate Aricle 10 of the
People’s Republic of China (PRC) Negotiable Instruments Law, may possibly violate Article 32 of the PRC
Contract Law and could result in criminal Hability under Article 173 of the PRC Criminal Law.

During the course of our audit, we were aleried by the significant increase of notes payable to related party
Shandong Ruitai Chemical Co. Lid. (“Shandong Ruitai™). CRUI purchases goods from Shandong Ruital. the
minority sharcholder of CRUIL which is awned by Mr. Xingfu Lu. the President, and Mr. Dian Min Ma, the
CEO of CRUL As of December 31, 2011, according to CRUI's books and records, the balance of notes
payable 1o the Shandong Ruitai was $43.207.064, representing an increase of $40,182.169 or 1328%,
compared 1o the balance $3,024,893 as of December 31, 2010, As stated in CRUT s books and records. the
movement of notes payable to Shandong Ruital (the “Notes™) is presented bejow;

Bal. Jan 01, 2011 Additions Payments Bal. Dec 31,2011
] 3.024.895 5 66,733,606 $ 26.551.437 $ 43.207.0064

&

In summary, we understand that CRUTD would issue “fake™ purchase orders to Shandong Ruitai for the
purchase of goods. CRUT would present the fake sales and purchase contracts to the banks as collateral for g
Inan. The banks would loan money to CRUY, and then CRUI would utilize the funds to “pay”™ Shandong
Ruitai for the alleged purchase of goods. Shandong Ruitai would then keep some of the funds for its own use,
and the balance of the funds would be loaned back 1o CRUI and reflected on the December 31, 2011 balance
sheet as Noics payable -~ related party. '

According to CRUs books and records, the purchase of soods aggregated approximately $3.2 million and
$3.8 million from Shandong Ruitai for the vears ended December 31, 2011 and 2010, respectively. The
disparity between the related party purchases and the Notes brought us o gquestion the authenticity of the
sales and purchase contracts which were provided to the banks as collateral for the Notes. We requested that
CRUI provide us with copics of the sales and purchase contracts at the beginning of field work.  Mr. Ma
Gang, CFO. was not able 1o provide copies of the documents 10 us nor provide evidence confirming the
existence of real purchases or sales occurring between CRUG and Shandong Ruitai. As a result. on March 1,
2012, we sem a letier to Mr. Dianmin Ma, Chairman of the Board, indicating that “we have uncovered what
we believe may be irregularities concerning certain financing and related party ransactions. We have
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discontinued our audit activities and are requesting that we discuss these issues with you since they may bear
on the integrity of management. We would appreciate your response at your earliest possible convenience.”

In a conversation with the management of CRUI, on March 6, 2012, we requested that CRUI's legal counsel,
Global Law Office, provide us with a legal memo concerning the bank transactions.  We received a drafi
memo dated April 11, 2012 which concludes as follows:

“For risks under the Negotiable Instruments Law, it does violate Article 10 of it. However. as the
laws do not provide specific penalties for this behavior, so there’s no material responsibility under
the Negotiable Instruments Law.

For risks under the Criminal Law, [CRUI] had signed series Acceptance Agreements with
cooperating banks before wansferring bank acceptances 1o [Shandong Ruitai], which shows [CRUT]
had no fraud intention as the banks knew [CRUI's] purpose and process of using the acceptances.
What's more, the Basic Credit Report shows, up to March 26, 2012, [CRUIT had no outstanding
non-performing loans. so no serfous loss is caused to banks, and no serious conscquence had been
resulted.”

We were not able to satisfactorily corroborate the fact that the banks actually knew that there were no real
transactions behind the Notes.

We then decided to engage the Beijing branch of DLA Piper (*DLA"), a well known international respected
law firm to review the circumstances and provide their own opinion to us about the transactions. DLA’s
memorandum 1o us is based on advice provided by their Jocal PRC correspondent law firm in Beijing. They
concluded that there was a violation of Article 10 of the PRC Negotiable Instruments Law and that there may
also be a violation of Article 32 of the PRC Contract Law. They indicated that Article 10 of the PRC
Negotiable Instruments Law does not provide for specific penalties. However, they disagree that CRUI has
no material responsibilities and that there could be civil liabilities if CRUI fails to repayv the bank advances
and potential criminal Hability under Article 175 of the PRC Criminal Law. DLA stated that even if the banks
had knowledge of CRUPs purpose and process of using the Notes, it should not be taken definitively as
evidence that CRUI did not have an intention to commit a fraudulent act as provided under Article 175(1).
Should the banks ultimately suffer serious loss from these transactions, then they could not rule out the
possibility of potential criminal lability against CRUT and the responsible individuals. They also stated that
i CRUT continues to perform its obligations to the banks and 1o loss is therefore caused to any of the banks.
then CRUTI's potential criminal liability under the Article 175 (1) should be relatively low,

We are also aware that CRUI continues to engage in the same transactions with the banks. We would like
management and/or the Board of Directors to provide us with a detailed memorandum disclosing all of the
individuals that had knowledge of or participated in these transactions, management’s intentions conceming
the outstanding balances due to the banks and future participation in this activity, and the nature of vour
planned remediation,

We also noticed that as of December 31,2011 there is a balance due from Shandong Ruitai of approximately
$13.800.000 and approximately $1.988.000 due from other relaied partics owned and managed by CRUI
executives which have no direet trade relationship with CRUI (*Related Party Advances™.  We were not
provided with any documentation concerning the loans. We requested information from Mr. Ma Gane. CFO
about the interest rate and nature of each balance. The CFO suggested that the nature of those loans were for
operating purposes, and that some are charped with interest and others are interest free. This raises a concern
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that the loans are prohibited pursuant to the Sarbanes Oxley Act of 2002 section 402(k) PROHIBITION ON

PERSONAL LOANS TO EXECUTIVES which reads as follows:
(1) IN GENERAL.~-1t shall be unlawful for any issuer (as defined in section 2 of the Sarbanes-
Oxley Act of 2002), directly or indirectly, including through any subsidiary, to extend or maintain
credit, to arrange for the extension of credit, or w renew an extension of credit. in the form of a
personal loan to or for any director or executive officer (or equivalent thereof) of that issuer. An
extension of eredit maintained by the issuer on the date of enactment of this subsection shall not be
subject fo the provisions of this subsection, provided that there is no material modification o any
term of any such extension of credit or-any renewal of any such extension of credit on or after that
date of enactment,

It appears to us that the Related Partv Advances are indirect extensions of credit to the executives with no
business purpose for CRUI and therefore may be in violation of securities law.

Section 10A{a)(1) of the Securities Exchange Act of 1934 requires an auditor 1o perform procedures desfgned
10 provide reasonable assurance of detecting illegal acts that would have a direct and material effect on the
determination of financial statersent amouwts, Section TOA(bY(1) of the Exchange Act requires the registered
public accountant {o notify management and the Board of Directors (in the absence of an audit commitiee)
when the {irm becomes aware that an illegal act has or may have occurred.

We have been discussing these transactions with vou as deseribed above in order to obtain an understanding
of the transactions, to ascertain from you whether these transactions are in fact legal or illegal transactions.
and to understand your intentions. To date we have not received complete or satisfactory responsive
information from you. Accordingly. this letter will serve as formal notice to you pursuant 1o Section
TOA(LY(D) that we understand (based upon the conclusions reached by Global Law Office and DLA) that
illegal acts have occurred with respect to the Notes, and there may have been illegal acts with respect to the
Related Party Advances.

The issuance of this letter by us creates certain obligations on the part of management and we recommend
management consult immediately with legal counsel familiar with US securities law

As such. we request that vou inform us immediately of your estimated time frame 10 respond to this leter,
implement any remedial action, and make any necessary public disclosures, Section 10A(bX2) and (3)
impose further reporting responsibilitics on auditors, including possible notification of the Securities and
Exchange Commission. if prompt and appropriaie remedial action is not taken,

Very truly yours,
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MARCUM
BERNSTEIN & FINCHUK

ACCOUNTANTS & AQVISORS

July 25,2012

Mr. Dianmin Ma, Chairman of the Board
Mr. Gang Ma, CFC
Mr. Jin Tian, Director

China Rui Tai International Holdings Co., Ltd.
Wenyang Town, Feicheng City
Shandong, China 271603

Re:  Reportto Management and Board of Directors pursuant to Section 10A(b)(2)- llegal Acts

Dear All:

We write with respect to our letter to you dated May 21, 2012 (copy attached), regarding issues which have arisen
urider Section 10A of the Exchange Act, and otherwise, concerning transactions with certain banks.in China thatwe
have been informed (as discussed In our May 21, 2012 letter) violate Article 10 of the People’s Republic of China
{PRC) Negotiable Instruments Law, may possibly violate Article 52 of the PRC Contract Law and could resdit in
criminal liability under Article 175 of the PRC Criminal Law.

We had several communications with you in early June regarding your need to develop a plannied course of action.
However you have not provided us with any substantive details. On July 16™, we sent you an email that stated, “We
have made repeated attempts to contact you over the past several weeks withoutany response. If we don'treceive
a substantive response to aur May 21, 2012 letter by July 20, 2012, we will be forced to take further action.” We have
not received any response from you.

Section 10A(b){2) of the Exchange Act indicates:

If, after determining that the audit committee of the board of directors of the issuer, or the board of
directors of the issuer in the absence of an audit committee, is adequately informed with respect to illegal
acts that have been detected or have otherwise come to the attention of the firm in the course of the audit
of such accountant, the registered public accounting firm concludes that—

(A) the illegal act has a material effect on the financial statements of the issuer;

(B) the senior management has not taken, and the board of directors has not caused senior management to
take, timely and apprapriate remedial actions with respect to the illegal act; and

{C) the failure to take remedial action is reasonably expected to-warrant departure from a standard report of
the auditor, when made, or warrant resignation from the audit engagement;

the registered public accounting firm shall, as seon as practicable, directly report its conclusions to the board
of directors.

MARCUMGROUP

MEMBER
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Accordingly, this letter will sarve as formal notice to the Board of Directors that:

‘e weunderstdnd thiat an llegal act has accurred that may have a magerial effect on the finanecial statements of
China Rutai International Holdings Co., Ltd. (CRUI),
» weare unaware of dny remedial actions or planned remedial actions with respect to the jllegal actls), and
s failure of CRUI to take remedial action would warrant resignation of Marcum Bernstein & Pinchuk LLP(MBP)
gs the independent registered public sccountants of CRUYL

Section 10A{b)3 of the Exchange Act indicates the following, “An issuer whose board of directors receives a report
under paragraph {2) shall inform the Commission by notice not Jater than 1 business day after the receipt of such
report and shall furnish the registered public accounting firm making such report with a copy of the notice furnished
1o the Commission.” Please provide us with a copy of such notice by 5:00 pm.ET July 26, 2012, as Sectior 104({b)(3)
and (4} impose an additional reporting responsibility on the accounting firm should MBP fail to recelve a copy of the
notice before the expiration of the 1 buisiness day period.

Very truly yours,

Pl BriZie bl ZF

Marcim Bernstein & Pinchuk LLP

MEMPRER
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BERNSTEIN & PINCHUK

ACCOUNTAMTS 4 ADVISORS

July 27, 2012

Mr. Dianmin Ma, Chalrman of the Board
Mr. Gang Ma, CFO
Mr, Jin Tian, Director

China Rui Tal International Holdings Co., Ltd.
Wenyang Town, Feicheng City
Shandong, China 271603

Re: Auditor resignation from China Rutai International Holdings Co., Ltd. (CRUT) pursuant to Section
10A(h)(3) -

Dear All:

On July 25, 2012, we provide you with a letter pursuant to Section 10A(b){2) of the Exchange Act {copy
attached, including original attachments). Section 10A(b)3 of the Exchange Act Iindicates‘.

An issuer ‘whose board of directors receives a report under paragraph (2] shall inform the
Commission by notice not fater than 1 business day after the receipt of such report and shall
furnish the registered public accounting firm making such report with a copy of the notice
furnished fo the Commission. If the registered public accounting firm fails to receive a copy of
the notice before the expiration of the required 1-business-day period, the registered public
accounting firm shall-—

(A} resign from the engagement; or

(B) furnish to the Commission a copy of its report {or the documentation of any oral report given)
not later than 1 business day following such failure to receive notice.

In our July 25, 2012 letter to you we stated that "failure of CRU to take remedial action wauld warrant
resignation of Marcum Bernstein & Pinchuk LLP {MBP) as the independent registered public accountants
of CRUL" You have not provided us with a copy of the notice furnished to the Commission, nor have you
provided us with any remedial actions or planned remedial actions with respect to the illegal acts
outlined in our letters to you. Accordingly, we are resigning effective immediately. This letter servesto
notify you that the client-auditor relationship between CRUI and MBP has ceased effective July 27, 2012,

Additionally, as a result of the lack of respensiveness to-our request for remedial action, we are unable
to conclude whether there is a material impact to the completed quarterly reviews on Form 10-Q for
CRUI for the periods ended March 31, 2011, June 30, 2011 and September 30, 2011 (the “Quarterly
Reports”}. Accordingly, we no longer wish to be associated with the Quarterly Reports. We request that

MARCUMGROUP

MEMBER
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you immediately notify all entities and individuals wheam veu know to be currently relying upon, or who
are Ukely to fely upén, the Quarterly Reports, 1o inform them that such quarterly finaneial statements
were “not reviewed” in accordance with Statement of Auditing Standards No. 100, as required by Rula
10-01(d} of Regulation S-X promulgated under the Securities Act of 1934. We also request thatyou file a
Form 8-K disclosing to the SEC and users of the Quarterly Reports that we notified you that Marcum
Bernstein & Pinchuk LLF should no fonger be associated with the Quarterly Reperts, and that such
financle! statements were “not reviewed”. '

While vou should consuft with vau% counsel aboutthe Form 8-K requirements, we ask that you provide
us with a draft of your Form 8-K required as a result of this communication, so we can workwith you
and yuur counsel to facilitate our preparation of a response letter to the Form 8-K.

Very truly yours,
Marcum Bemstein & Pinchuk LLP '

Copy/ §acur$xies and Exchange Cornmission viz email [secpsietters@sec.gov]
Office of the Chief Accountant [oca@set.gov]

13478031
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"1 HEREBY ATTEST

on file in this Commission

that:

UNITED STATES OF AMERICA

SECURITIES AND EXCHANGE COMMISSION

ATTESTATION

A diligent search has this day been made of the records and files of this
Commission and the records and files do not disclose that any filings have
been received in this Commission for the period March 31, 2012, through
November 22, 2013, under the name of China Ruitai International Holdings
Co., Ltd., pursuant to the provisions of any of the Acts administered by the

Commission.

November 22, 2013

SEC 334 (9-12)

Date

Digitally signed by BARBARA VOLPE
DN: c=US, 0=U.5. Government,
ou=S5ecurities and Exchange
Commission, cn=BARBARA VOLPE,

0.9.2342.19200300,100.1.1=5000100
2882173
Date: 2013.11.25 07:42:56 -05'00"

Barbara J. Volpe, Management and Program Analyst

it is hereby certified that the Secretary of the U.S. Securities and
Exchange Commission, Washington, DC, which Commission was
created by the Securities Exchange Act of 1934 (15 U.S.C. 78a et
seq.) is official custodian of the records and files of said Commission,
and all records and files created or established by the Federal Trade
Commission pursuant to the provisions of the Securities Act of 1933 and
transferred to this Commission in accordance with Section 210 of the
Securities Exchange Act of 1934, and was such official custodian at the
time of executing the above attestation, and that hefshe, and persons
holding the positions of Deputy Secretary, Assistant Director, Records
Officer, Branch Chief of Records Management, and the Program Analyst
for the Records Officer, or anyone of them, are authonzed to execute
the above attestation. :

For the Commission

Secretary
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IHEREBY ATTEST

on file in this Commission

that:

UNITED STATES OF AMERICA

SECURITIES AND EXCHANGE COMMISSION

ATTESTATION

Attached is a copy of notification of late filing Form 10-K, annual report, for
the fiscal year ended December 31, 2011, reccived in this Commission

March 30, 2012, under the name China Ruitai International Holdings Co.,
Ltd., File No. 000-04494, pursuant to the provisions of the Securities Exchange

Act of 1934,

November 22,2013

SEC 334 (9-12)

Date

Digitally signed by BAREARA VOLPE
B A R B A RA DMN: c=US, o=U.5. Government,

ou=Securlities and Exchange

Commission, cn=BARBARA VOLPE,

0.9.2342,19200300.700.1.1=5000100
2882173

Date: 2013.11.22 12:41:29 -05'00°

Barbara J. Volpe, Managemen! and Program Analyst

It is hereby certified that the Secretary of the U.S. Securities and
Exchange Commission, Washington, DC, which Commission was
created by the Securities Exchange Act of 1934 (15 U.S.C. 78a et
seq.) is official custodian of the records and files of said Commission,
and all records and files created or established by the Federal Trade
Commission pursuant to the provisions of the Securities Act of 1933 and
transferred to this Commission in accordance with Section 210 of the
Securities Exchange Act of 1934, and was such official custodian at the
time of executing the above attestation, and that hefshe, and persons
holding the positions of Deputy Secretary, Assistant Director, Records
Officer, Branch Chief of Records Management, and the Program Analyst
for the Records Officer, or anyone of them, are authorized to execute
the above attestation.

For the Commission

74 Secretary e %4




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Form 12b-25
NOTIFICATION OF LATE FILING
(Check one)
X_Form 10-K __Form 20-F _ Form 11-K __ Form 10-Q _Form N-SAR __Form N-CSR

For quarier ended: December 31, 2011

( ) Transition Report on Form 10-K
( ) Transition Report on Form 20.F
( ) Transition Report on Form 11-K
( ) Transition Report on Form 10-Q
( ) Transition Report on Form N-SAR

For the Transition Period Ended:

Nothing in this form shall be construed to imply that the Commission has verified any
information contained hercin,

If the notification relates to a portion of the filing checked above, identify the item(s) to which
the notification relates: .
PART | - REGISTRANT INFORMATION

CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD.
Full name of registrant

Delaware 000-04494
(State or other jurisdiction of {Commission File (IRS Employer Identification
incorporation) Number) Number)
Wenyang Town
Feicheng City

ShanDong, China 271603
Address of Principal Executive Office




N

PART Il - RULES 12b-25(h) AND (¢)

{f the subject report could not be filed without unreasonable effort or expense and the registrant
seeks reliefl pursuant to Rule 12b-25(b), the following should be completed. (Check box if
appropriate)

( ) a. The reasons described in reasonable detail in Part 111 of this form could not be eliminated
without unreasonable effort or expense;

(X) b. The subject annual report, semi-annual report, transition on Form 10-K, Form 20-F, Form
11-K, Form N-SAR or Form N-CSR or portion thereof, will be filed on or before the fifteenth
calendar day following the prescribed due date; or the subject quarterly report or transition report
on Form 10-Q or subject distribution report on Form 10-D, or portion thereof, will be filed on or
before the {ifth calendar day following the prescribed due date; and

{ ) c. The accountant's statement or other exhibit required by Rule 12b- 25(c) has been attached
if applicable.

PART Il - NARRATIVE

State below in reasonable detail the reasons why the Forms 10-K, 20-F, 11-K, 10-Q, N-SAR, N-
CSR or the transition report or portion thereof, could not be filed within the prescribed time
period:

The review of the financial statements has not yet been completed.

PART IV - OTHER INFORMATION

(1) Name and telephone number of person 1o contact in regard to this notification:
Dian Min Ma

86 538 3850 703
Area Code and Phone Number

{2) Have all other periodic reports required under Section 13 or 15(d) of the Securities Exchange
Act of 1934 or Section 30 of the Investment Company Act of 1940 during the preceding 12
months (or for such shorter period that the registrant was required to file such reports) been
filed? If answer is no, identify repori(s). (X) Yes ( ) No

(3) Is it anticipated that any significant change in results of operations from the corresponding
period for the last fiscal year will be reflected by the carnings statements to be included in the
subject report or portion thereof? ( ) Yes (X) No

If so, attach an explanation of the anticipated change, both narratively and quantitatively, and, if
appropriate, state the reasons why a reasonable estimate of the results cannot be made.




CHINA RUITAI INTERNATIONAL HOLDINGS CO., LTD.
(Name of Registrant as Specified in Charter)

Has caused this notification to be signed on its behalf by the undersigned hereunto duly
authorized.

By: /s/ Dian Min Ma, Chief Executive Officer

Date: March 30, 2012



